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PART I.— RISE AND PROGRESS OF THE SCIENCE. 

Definition of the Science — Its Importance — Causes of its being neg* 
lected in Greece and Rome, and in the Middle Ages — Evidence on 
which its Conclusions are founded — Rise of the Science in Modern 
Europe— Mercantile System — System of M, Quesnay and the French 
Economists^-Publication of the ' Wealth of Nations^ — Distinction 
between Politics atid Statistics and Political Economy, 

Political Economy* is the science of the laws which regulate the 
production, distribution, and consumption of those articles or products 
which have exchangeable value, and are either necessary, useful, or 
agreeable to man. 

When it is, said that an article or product is possessed of exchange- 
able value, it is meant that one or more individuals are disposed to 
give a certain quantity of labour, or a certain quantity of some other 
article or product, obtainable only by means of labour, in exchange for it. 

The power or capacity which particular articles or products have ^of 
satisfying the various wants and desires of which man is susceptible, 
constitutes their utility, and renders them objects of demand. 

An article may be possessed of the highest degree of utility, or of 
power to minister to our wants and enjoyments, and may be universally 
made use of, without possessing exchangeable value. This is an attrir 
bute or quality of those articles only which it requires some portion of 
voluntary human labour to produce, procure, or preserve. Without 
possessing utility of some species or other, no article can ever become 
an object of demand ; but how necessary soever any particular article 
may be to our comfort, or even existence, still, if it be a spontaneous 
production of nature — if it exists independently of human agency — and 
if every individual can command indefinite quantities of it without any 

* Economy t from oiicor, a house, or family, and vonhv, Silzw—tAe ^overnMetti of a family. 
Hence FolUiced Economy may be said to be to the State what domestic economy is to a single 
family. 
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voluntary exertion or labour of any sort^ it is destitute of value, and 
can afford no basis for the reasonings of the economist. A commodity 
or a product is not valuable because it is useful ; but it is valuable be- 
cause it can only be procured by the intervention of labour. It cannot 
justly be said, that the food with which we appease the cravings of 
hunger, or the clothes by which we defend ourselves from the inclem- 
ency of the weather, are more useful than atmospheric air ; and yet 
they are possessed of that exchangeable value of which it is totally des- 
titute. The reason is, that food and clothes are not, like, air, gi'atuitous 
products : they cannot be had at all times, and in any quantity, with- 
out exertion ; on the contrary, labour is always required for their 
production, or appropriation, or both ; and as no one will voluntarily 
sacrifice the fruits of his industry, without receiving an equivalent in 
return, they are truly said to possess exchangeable value. 

The economist does not investigate the laws which determine the 
production and distribution of such articles as exist, and may be ob- 
tained in unlimited .quantities, independently of all voluntary human 
agency. The results of the industry of man form the only objects with 
which he is conversant. Political Economy might, indeed, be- defined 
to be the science of values; for, nothing which is not possessed of ex- 
changeable value, or which will not be received as an equivalent for 
something else which it has taken some labour to produce or obtain, 
can ever properly be brought within the scope of its inquiries. 

The word value has been very frequently employed to express, not 
only the exchangeable worth of a commodity, or its capacity of ex- 
changing for other commodities, but also its utiltfy, or capacity of 
satisfying our wants, and of contributing to our comforts and enjoy- 
ments. But it is obvious, that the utility of commodities — that the 
capacity of bread, for example, to appease hunger, or of water to 
quench thirst — is a totally different and distinct quality from their 
capacity of exchanging for other commodities. Dr. Smith perceived 
this difference, and showed the importance of carefully distinguishing 
between the utility, or, as he expressed it, the * value in use, of com- 
modities, and their value in exchange. But he did not always keep 
this distinction in view, and it has been very often lost sight of by sub- 
sequent writers. There can be no doubt, indeed, that the confounding 
together of these opposite qualities has been one of the principal causes 
of the confusion and obscurity in which many branches of the science, 
not in themselves difficult, are still involved. When, for instance, we 
say that water is highly valuable, we unquestionably attach a very dif- 
ferent meaning to the phrase from what we attach to it when we say 
that gold is valuable. Water is indispensable to existence, and has, 
therefore, a high degree of utility, or of * value in use ;' but as it can 
generally be obtained in large quantities, without much labour or exer- 
tiwi, it has, in most places, but a very low value in exchange. Gold, 
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on the other hand, is of comparatively little utility ; but, from its exist- 
ing only in limited quantities, and from a great deal of labour being 
necessary to procure a small supply of it, it has a comparatively high 
exchangeable value, and may be exchanged or bartered for a propor- 
tionally large quantity of most other commodities. To confound these 
different sorts of value would evidently lead to the most erroneous con- 
clusions. And hence, to avoid all chance of error from mistaking the 
sense of so important a word as value, I shall never use it except to 
signify exchangeable worth, or value in exchange ; and shall always 
use the word utility to express the power or capacity of an article to 
satisfy our wants, or gratify our desires. 

Political Economy has been frequently defined to be ' the science 
which treats of the production, distribution, and consumption oi wealth/ 
and if by wealth be meant those articles or products which possess ex- 
changeable value, and are either necessary, useful, or agreeable, the 
definition is quite unexceptionable. But if we understand the term 
wealth in a more enlarged or contracted sense, it will be faulty. Mr. 
Malthus, for example, has supposed wealth to be identical with * those 
material objects which are necessary, .useful, and agreeable to man.' 
And though we should waive any objections which may, perhaps, be 
justly taken to the introduction of the qualifying phrase material ob- 
jects, still it is evident that the definition is essentially defective. In 
proof of this, it is sufficient to mention, that atmospheric air, and the 
heat of the sun, are both material, necessary, useful, and agreeable pro- 
ducts ; though their independent existence, and their incapacity of 
special appropriation, by depriving them of exchangeable value, ex- 
cludes them, as we have already shown, from the investigations of the 
science of political economy. 

Dr. Smith has not explicitly stated what was the precise meaning 
attached by him to the term wealth ; but he most commonly describes 
it to be * the annual produce of land and labour.' Mr. Malthus, how- 
ever, has justly objected to this definition, that it refers to the sources 
of wealth, before we know what wealth is, and that it includes all the 
useless products of the earth, as well as those which are appropriated 
and enjoyed by man. 

The definition now given does not seem liable to any of these objec- 
tions. By confining the science to a discussion of the laws regulating 
the production, distribution, and consumption of articles or prodjucts 
possessing exchangeable value, we give it a distinct and definite object. 
When thus properly restricted, the researches of the economist occupy 
a field which is exclusively his own. He runs no risk of wasting his 
time in inquiries which belong to other sciences, or in unprofitable in- 
vestigations respecting the production and consumption of articles 
which cannot be appropriated, and which exist independently of human 
industry. 
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Capacity of appropriation is indispensably necessary to constitute 
an article wealthy. And I shall invariably employ this term to distin- 
guish those products only which are obtained by the intervention of 
human laboUr, and which, consequently, can be appropriated by one 
individual, and consumed exclusively by him. A man is not said to 
be wealthy, because he has an indefinite command over atmospheric 
air, for this is a privilege which he enjoys in common with every other 
man, and which can form no ground of distinction ; but he is said to 
be wealthy, according to the degree in which he can afford to command 
those necessaries, conveniences, and luxuries, which are not the gifts 
of nature, but the products of human industry. 

The object of Political Economy is to point out the means by which 
the industry of man may be rendered most productive of those neces- 
saries, comforts, and enjoyments, which constitute wealth; to ascer- 
tain the proportions in which this wealth is divided among the different 
classes of the community ; and the mode in which it may be most ad- 
vantageously consumed. The intimate connection of such a science, 
with all the best interests of society, is abundantly obvious. There is 
no other, indeed, which comes so directly home to the everyday occu- 
pations and business of mankind. The consumption of wealth is in- 
dispensable to existence ; but the eternal law of Providence has de- 
creed, that wealth can only be procured by industry, — that man must 
earn his bread in the sweat of his brow. This twofold necessity ren- 
ders the production of wealth a constant and principal object of the 
exertions of the vast majority of the human race ; has subdued the 
natural aversion of man from labour ; given activity to indolence ; and 
armed the patient hand of industry with zeal to undertake, and patience 
to overcome, the most irksome and disagreeable tasks. 

But when wealth is thus necessary, when the desire to acquire it is 
sufficient to induce us to submit to the greatest privations, the science 
which teaches the means by which its acquisition may be most effec- 
tually promoted, — by which we may be enabled to obtain the greatest 
possible amount of wealth with the least possible difficulty, — must cer- 
tainly deserve to be carefully studied and meditated. There is no class 
of persons to whom this knowledge can be considered as either extrin- 
sic or superfluous. There are some, doubtless, to whom it may be of 
more advantage than to others ; but it is of the utmost consequence to 
alL The prices of all sorts of commodities — the profits of the manu- 
facturer and merchant — the rent of the landlord — the wages of the day- 
labourer — and the incidence and effect of taxes and regulations, all 
depend on principles which Political Economy can alone ascertain 
and elucidate. 

Neither is the acquisition of wealth necessary only because it affords 
the means of subsistence : without it we should never be able to cul- 
tivate and improve our higher and nobler faculties. Where wealth has 
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not been amassed, the mind being constantly occupied in providing for 
the immediate wants of the body, no time is left for its culture ; and 
the views, sentiments, and feelings of the people, become alike con- 
tracted, selfish, and illiberal. The possession of a decent competence, 
br the being able to indulge in other pursuits than those which directly 
tend to satisfy our animal wants and desires, is necessary to soften the 
selfish passions ; to improve the moral and intellectual character, and 
to ensure any considerable proficiency in liberal studies and pursuits. 
And hence, the acquisition of wealth is not desirable merely as the 
means of procuring immediate and direct gratifications, but as being 
indispensably necessary to the advancement of society in civilization 
and refinement. Without the tranquillity and leisure afforded by the 
possession of accumulated wealth, those speculative and elegant studies , 
which expand and enlarge our views, purify our taste, and lift us higher 
in the scale of being, can never be successfully prosecuted, ft is cer- 
tain, indeed, that the comparative barbarism and refinement of nations 
depend more on the comparative amount of their wealth than on any 
other circumstance. A poor people are never refined, nor a rich people 
ever barbarous. It is impossible to name a single nation which has 
made any distinguished figure, either in philosophy or the fine arts, 
without having been at the same time celebrated for its wealth. The 
age of Pericles and Phidias was the flourishing age of Grecian, as the 
age of Petrarch and Raphael was of Italian commerce. The influence 
of wealth is, in this respect, almost omnipotent It raised Venice from 
the bosom of the deep, and made the desert and sandy islands on , 
which she is built, and the unhealthy swamps of Holland, the favoured 7 • t ^ 
abodes oMlterature, of science, and of art. In our own country its 
effects have T)een equally striking. The number and eminence of our 
philosophers, poets, scholars, and artists, have ever increased propor- 
tionally to the increase of the public wealth, or to the means of reward- 
ing and honouring their labours. 

The possession of wealth being thus indispensable to individual ex- 
istence and comfort, and to the advancement of nations in civilization, 
it may justly excite our astonishment, that so few efforts should have 
been, made to investigate its sources ; and that the study of Political 
Economy is not even yet considered as forming a principal part in a 
comprehensive system of education. A variety of circumstances 1 

might be mentioned, as occasioning the unmerited neglect of this / 
science ; but of these the institution of domestic slavery in the ancient 
world, and the darkness of the period when the plan of education in 
the universities of modem Europe was first formed, seem to have had 
the greatest influence. 

The citizens of Greece and Rome considered it degrading to engage 
in those occupations which form the principal business of the inhabi- 
tants of modem Europe. Instead of endeavouring to enrich them« 
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selves by their own exertions, they trusted to the reluctant labour of 
slaves, and to subsidies extorted from conquered countries. In some 
of the Grecian States, the citizens were prohibited from engaging in 
any species of manufacturing and commercial industry ; and in Athens 
and Rome, where this prohibition did not exist, these employments 
were universally regarded as unworthy of freemen, and were, in conse- 
quence, exclusively carried on either by slaves or by the very dregs of 
the people. Even Cicero, who had mastered all the philosophy of the 
ancient world, and raised himself above many of the prejudices of his 
age and country, does not scruple to affirm, that there can be nothing 
ingenuous in a workshop ; that commerce when conducted on a small 
scale, is mean and despicable ; and when most extended, barely toler- 
able— iVbw admodum vituperanda /* Agriculture, indeed, was treated 
with more respect Some of the most distinguished characters in the 
earlier ages of Roman history had been actively engaged in rural affairs ; 
but, notwithstanding their example, the cultivation of the soil, in the 
flourishing period of the Republic, and under the Emperors, was 
almost entirely carried on by slaves, belonging to the landlord, and 
employed on his account. The mass of Roman citizens were either 
engaged in the military service,t or derived a precarious and depen- 
dant subsistence from the supplies of com furnished by the conquered 
provinces. In such a state of society the relations subsisting in modern 
Europe between landlords and tenants, and masters and servants, were 
unknown ; and the ancients were, in consequence, entire strangers to 
all those interesting and important questions arising out of the rise and 
fall of rents and wages, which form so important a branch of econo- 
mical science. The spirit of philosophy in the ancient world was also 
extremely unfavourable to the cultivation of Political Economy. The 
luxurious or more refined mode of living, of the rich, was regarded by 
the ancient moralists as an evil of the first magnitude. They consi- 
dered it as subversive of those warlike virtues, which were the princi- 
pal objects of their admiration ; and they, therefore, denounced the 
passion for accumulating wealth as fraught with the most injurious 
and destructive consequences. It was impossible that Political Eco- 
nomy could become an object of attention to minds imbued with such 
prejudices ; or that it could be studied by those who contemned the 
objects about which it is conversant, and vilified the labour by which 
wealth is produced. 
At the establishment of our universities, the clergy were almost the 

* ' IlUberales autem et sordid! questus mercenariorum, omniumque quorum operse. non C[UO- 
rum artes emuntur. Est enim ulis ipsa merces auctoramentum servitutis. Sordidi etiam 
putandi, qui mercantur a mercatoribus quod statim vendant, m'Ail enim pro/iciitntf nisi ad- 
viodufn tnentianturl Opificesque omnes in sordida arte versantur, nee enitn guidquant in- 
genuum potest habere officina * * * Mercatura autem, si tenuis est, sordida putanda est ; sin 
autem magna et copiosa, multa undique apportans, multisque sine vanitate impertiens, non 
est admodum vituperanda/ {DeOfficiiSy Lib. I. sect. 42.) 

t * Rei militaris virtus praestat caeteris onuubus ; hsec populo Romano^ hsec buic urbi set^r- 
oam^loriam peperit,'— {Cicero pro Muircna.) 
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exclusive possessors of the little knowledge then in existence. It was 
natural, therefore, that their peculiar feelings and pursuits should have 
a marked influence on the plans of education they were employed to 
frame. Grammar, rhetoric, logic, school divinity, and civil law, com- 
prised the whole course of study. To have appointed professors to 
explain the principles of conmierce, and the means by which labour 
might be rendered most effective, would have been considered as 
equally superfluous and degrading to the dignity of science. The 
ancient prejudices against commerce, manufactures, and luxury, re- 
tained a powerful influence in the middle ages. None were then pos- 
sessed of any clear ideas concerning the true sources of national wealth, 
happiness, and prosperity. The intercourse among states was ex- 
tremely limited, and was maintained rather by marauding incursions, 
and piratical expeditions in search of plunder, than by a commerce 
founded on the gratification of real and reciprocal wants. 

These circumstances sufficiently account for the late rise of this 
science, and the little attention paid to it up to a very recent period. 
And since it has become an object of more general attention and in- 
quiry, the differences which have subsisted among the most eminent of 
its professors, have proved exceedingly unfavourable to its progress, 
and have generated a disposition to distrust the best established con- 
clusions of the science. 

It is clear, however, that those who distrust the conclusions of Poli- 
tical Economy, because of the variety of systems that have been ad- 
vanced to explain the phenomena about which it is conversant, might 
on the same ground distrust the conclusions of almost every other 
science. The discrepancy between the various systems that have suc- 
cessively been sanctioned by the ablest physicians, chemists, natural 
philosophers,, and moralists, is quite as great as the discrepancy between 
those advanced by the ablest political economists. But who would 
therefore conclude, that medicine, chemistry, natiurd philosophy, and 
morals, rest on no solid foundation, or that they are incapable of pre- 
senting us with a system of well-established and consentaneous truths ? 
We do not refuse our assent to the demonstrations of Newton and 
Laplace, because they are subversive of the hypotheses of Ptolemy, 
Tycho Brahe, and Descartes ; and why should we refuse our assent 
to the demonstrations of Smith and Ricardo, because they have sub- 
verted the false theories that were previously advanced respecting the 
sources and the distribution of wealth ? Political Economy has not 
been exempted from the common fate of the other sciences* None of 
them has been instantaneously carried to perfection ; more or less of 
error has always insinuated itself into the speculations of their earliest 
cultivators. But the errors with which Political Economy was formerly 
infected have now nearly disappeared ; and a very few observations 
will suffice to show, that it really admits of as much certainty in its 
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conclusions as any science founded on fact and experiment can by 
any possibility do. 

The principles on which the production and accumulation of wealth 
and the progress of civilization depend, are not the offspring of legisla- 
tive enactments. Man must exert himself to produce wealth, because 
he cannot exist without it ; and the desire implanted in the breast of 
every individual of rising in the world and improving his condition, im- 
pels him to save and accumulate. The principles which form the basis 
of this science make, therefore, a part of the original constitution of 
man, and of the physical world ; and their operation, like that of the 
mechanical principles, is to be traced by the aid of observation and 
analysis. There is, however, a material distinction between the physi- 
cal and the moral and political sciences. The conclusions of the for- 
mer apply in every case, while those of the latter apply only in the 
majority of cases. The principles on which the production and accu- 
mulation of wealth depend are inherent in our nature, and exert a 
powerful, but not always the safne degree of influence over the conduct 
of every individual ; and the theorist must, therefore, satisfy himself 
with framing his general rules so as to explain their operation in the 
majority of instances, leaving it to the sagacity of the observer to modify 
them so as to suit individual cases. Thus, it is an admitted principle 
in the science of Morals, as well as of Political Economy, that by far 
the largest proportion of the human race have a much clearer view of 
what is conducive to their own interests, than it is possible for any 
other man or select number of men to have ; and, consequently, that it 
is sound policy to allow each individual to follow the bent of his incli- 
nation, and to engage in any branch of industry he thinks proper. 
This is the general theorem ; and it is one which is established on the 
most comprehensive experience. It is not, however, like the laws which 
regulate the motions of the planetary system,— it will hold good in 
nineteen out of twenty instances, but the twentieth may be an excep- 
tion. But it is not required of the economist, that his theories should 
quadrate with the peculiar bias of the mind of a particular person. His 
. conclusions are drawn from observing the principles which are found 
to determine the condition of mankind, as presented on the large scale 
of nations and empires. He has to deal with man in the aggregate — 
with states, and not with families — with the passions and propensities 
which actuate the great bulk of the human race, and not with those 
which are occasionally found to influence the conduct of a solitary 
member of society. 

It should always be kept in view, that it is never any part of the 
business of the economist to inquire into the means by which the 
fortunes of individuals may have been increased or diminished, except 
to ascertain their general operation and effect. The public interests 
ought always to form the exclusive objects of his attention. He is not 
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to frame systems, ^d devise schemes, for increasing the wealth and 
enjoyments of partiatlar classes; but to apply himself to discover the 
sources of national wealthy ahd universal prosperity ^ ^d the means by 
which they may be rendered riiost productive. 

Nothing, indeed, is more common than to hear St ol>je(5ted to some of 
the best established truths in political and ecohomicsd science, that 
they are at variance witft such and such facts, ahd thatj therefore, they 
must be rejected. It is certain, howev^r^ that these objections most 
frequently originate in an entire misapprehension of the nature of the 
science. It would be easy to produce a thousand instances of indivi- 
duals who have been enriched by monopolies, as they are sometimes by 
robbery and plunder ; but it would be not a little rash to conclude 
-from thence, without farther inquiry, that the community in general can 
be enriched by such means 1 This, however, is the single consideration 
to which the political economist has to attend. The question never is, 
whether a greater or smaller number of individuals can be enriched by 
the adoption of a particular measure, or by a particular institution, but 
whether its tendency is to exaich the public. Admitting that monopolies 
and restrictive regulations frequently enable individuals to accumulate 
ample fortunes, this is so far from being, as is often contended, any 
proof of their real advantageousness, that it is distinctly and completely 
the reverse. It is demonstrably certain, that if monopolies and exclu- 
sive privileges enrich ih^few, they must, to the same extent, impoverish 
the many J and are, therefore, as destructive of that NATIONAL WEALTH, 
to promote which ought to be the principal object of every institution, 
as they are of natural freedom of industry. 

To arrive at a well-founded conclusion in economical science, it is 
not, therefore, enough to observe results in particular cases, or as they 
affect particular individuals ; we must further inquire whether these 
results are constant and universally applicable^^^\it^^t the lamo cir- 
cumstances which have given rise to them in one instance, would in 
every instance, and in every state of society, be productive of the same 
or similar results.— A theory which is inconsistent with an uniform 
and constant fact must be erroneous ; but the observation of a partU 
cular result at variance with our customary experience, and when we 
may not have had the means of discriminating the circumstances 
attending it, ought not to induce us hastily to modify or to reject ft 
principle which will account satisfactorily for the greater number of 
appearances. 

The example of the few arbitrary princes who have been equitable^ 
humane, and generous, is not enough to overthrow the principle which 
teaches that it is the nature of irresponsible power to debauch and 
vitiate its possessors—to render them haughty, cruel, and suspicious : 
nor is the example of those who, attentive only to present enjoyment, 
and careless of the future, lavish their fortunes in boisterous dissipation 

2 
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or vain expence, sufficient to invalidate the general conclusion, that thd 
passion for accumulation is infinitely stronger and more universal than 
the passion for expence. Had this not been the case, mankind could 
never have emerged from the condition of savages. The multiplied 
and stupendous improvements which have been made in different ages 
and nations — the forests that have been cut down— the marshes and 
lakes that have been drained and subjected to cultivation — the harbours, 
roads, and bridges that have been constructed — the cities and edifices 
that have been raised — are all the fruits of a saving of income, and 
establish, in despite of a thousand instances of prodigality, the vast 
ascendency and superior force of the accumulating principle. 

It is from the want of attention to these considerations that much of 
the error and misapprehension with which the science of PoHtical 
Economy has been, and still is infected, has arisen. Almost all the 
absurd theories and opinions that have successively appeared have 
been supported by an appeal to facts. But a knowledge of facts, 
without a knowledge of their mutual relation — without being able to 
show why the one is a cause and the other an effect— is, to use the 
illustration of M. Say, really no better than the indigested erudition of 
an almanack-maker, and can afford no means of judging of the truth 
or falsehood of a general principle. 

Neither should it be forgotten, that the alleged facts so frequently 
brought forward to show the fallacy of general principles, are, in most 
cases, so carelessly observed, and the circumstances under which they 
have taken place so indistinctly defined, as to render them altogether 
unworthy of attention. To observe accurately, requires a degree of 
intelligence and acuteness, a freedom from prejudice, and a patience 
of investigation belonging to a few only. * There is,' to use the words 
of the celebrated Dr. Cullen, * a variety of circumstances tending to 
vitiate the statements dignified with the name of experience. The 
simplest narrative of a case almost always involves some theories. It 
has been supposed that a statement is more likely to consist of unso- 
phisticated facts, when reported by a person of no education ; but it 
will be found an invariable rule, that the lower you descend in the 
medical profession, the more hypothetical are the prevailing notions. 
Again, how seldom is it possible for any case, however minutely 
related, to include all the circumstances with which the event was 
connected. Hence in what is commonly called experience, we have 
only a rule transferred from a case imperfectly known, to one of which 
we are equally ignorant Hence that most fertile source of error, the 
applying deductions drawn from the result of one case to another case, 
the circumstances of which are not precisely similar. Without prin- 
ciples deduced from analytical reasonings experience is an useless and 
a blind guide! {Cullen! s MS. Lectures,) 

Every one who has had occasion to compare the discordant state- 
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lilents of the mass of common observers, with respect to the practical 

bearing and real operation of any measure affecting the public interests, 

must be convinced tliat Dr. Cullen's reasoning is still more applicable 

to political and economical science than to medicine. Circumstances 

which altogether escape the notice of ordinary observers, often exercise 

the most powerful influence over national prosperity ; and those again 

which strike them as being most important, are often comparatively 

insignificant. The condition of nations, too, is affected by so many 

circumstances, that without the greatest skill and caution, joined to a 

searching and refined analysis, and a familiar command of scientific 

principles, it is in most cases quite impossible to discriminate between 

causes and effect, and to avoid ascribing results to one set of causes 

that have been occasioned by another set. No wonder, therefore, 

when such is the difficulty of observing, that * the number of false 

facts, afloat in the world, should infinitely exceed that of the false 

theories.* (Dr, Cullen,) And after all, however carefully an isolated 

fact may be observed, still for the reasons already stated, it can never 

form any foundation for a general theorem either in the moral or 

political sciences. Those, indeed, who bring forward theories resting 

on so narrow a basis, are almost invariably empirics^ whose vanity or 

interest prompts them to set up conclusions drawn from their own 

linaited and imperfect range ol observation, in opposition to those that 

are sanctioned by the general experience of mankind. 

But although we are not to reject a received principle because of the 
apparent opposition oi a few results, with the particular circumstances 
of which we are unacquainted, we can have no confidence in its solidity 
unless it be deduced from a very comprehensive and careful induction. 
To arrive at a true knowledge of the laws regulating the production, 
distribution, and consumption of wealth, the economist must draw his 
materials from a very wide surface. He should study man in every 
different situation — he should have recourse to the history, of society, 
arts, commerce, and civilization— to the works of philosophers, and 
travellers — to every thing, in short, that can throw light on the causes 
which accelerate or retard the progress of civilization : he should 
mark the changes which have taken place in the fortunes and con- 
ditions of the human race in different regions and ages of the world : 
he should trace the rise, progress, and decline of industry : and, above 
aU, he should carefully analyze and compare the effects of different 
institutions and regulations, and discriminate the various circumstances 
wherein an advancing and declining society differ from each other. 
These investigations, by disclosing the real causes of national opulence 
and refinement, and of poverty and degradation, furnish the economist 
with the means of giving a satisfactory solution of almost all the im- 
portant problems in the science of wealth ; and of devising a scheme 
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of public administration calculated to ensure the continued advance- 
ment of the society in the career of improvement. 

Such inquiries cannot fail to excite the deepest interest in every 
ingenuous mind. The laws by which the motions of the celestial 
bodies are regulated, and over which man cannot e:?ercise the smallest 
influence or control, are yet universally allowed to be noble and 
rational objects of study. But the laws which regulate the movements 
of human society — which cause one people to advance in opulence 
and refinement, at the same time that another is sinking into the abyss 
of poverty and barbarism — have an infinitely stronger claim on our 
attention ; both because they relate to objects which exercise a direct 
influence over human happiness, and because their effegts may be, 
and in fact are, continually modified by human interference. National 
prosperity does not depend nearly so much on advantageous situation, 
salubrity of climate, or fertility of soil, as on the adoption of measures 
fitted to excite the inventive powers of genius, and to give perseverance 
and activity to industry. The establishment of a wise system of public 
economy can compensate for every other deficiency: it can render re- 
gions naturally inhospitable, barren, and unproductive, the comfortable 
abodes of an elegant and refined, a crowded and wealthy population ; 
but where it is wanting, the best gifts of nature are of no value ; and 
countries possessed of the greatest capacities of improvement, and 
abounding in all the materials, necessary for the production of wealth, 
with difficulty furnish a miserable subsistence to hordes distinguished 
only by their ignorance, barbarism, and wretchedness. 

When we reflect on the variety and extent of the previous knowledge 
required for the construction of a sound theory of Political Economy, 
we cease to feel any surprise at the errors into which economists have 
been betrayed, or at the discrepancy of the opinions that are still 
entertained on some important points. Political Economy is of very 
recent origin. Though various treatises of considerable merit had 
previously appeared on some of its detached parts, it was not treated 
as a whole, or in a scientific manner, until about the middle of last 
century. This circumstance is of itself enough to account for the 
number of erroneous systems that have since appeared. Instead of 
deducing their general conclusions from a comparison of particular 
facts, and a careful examination of the phenomena attending the opera- 
tion of different principles, and of the same principles in different cir- 
cumstances, the first cultivators of almost every branch of science have 
begun by framing their theories on a very narrow and insecure basis. 
Nor is it really in their power to go to work differently. Observations 
are scarcely ever made or particulars noted for their own sake. It is 
not until they begin to be sought after, as furnishing the only test by 
which to ascertain the truth or falsehood of some popular theory, that 
they are made in sufficient numbers, and with sufficient accuracy. It 
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is, in the peculiar phraseology of this science, the effectual demand of 
the theorist that occasions the production of the facts or raw materials, 
which he is afterwards to work into a system* The history of Political 
Economy strikingly exemplifies the truth of this remark. Being, as 
already observed, entirely unknown to the ancients, and but little 
attended to by our ancestors up to a comparatively late period, those 
circumstances which would have enabled us to judge with the greatest 
precision of the wealth and civilization of the inhabitants of the most 
celebrated states of antiquity, and of Europe during the middle ages, 
have either been thought unworthy pf the notice of the historian, or 
have been very imperfectly and carelessly detailed. Those, therefore, 
who first began to trace the general principles of the science had but a 
comparatively Umited and scanty experience on which to build their 
conclusions. Nor did they even avail themselves of the few historical 
facts with which they might easily havebeqpme acquainted ; but almost 
exclusively confined their attention to such as happened to come 
within the sphere of their own observation. 

The once prevalent opinion, that wealth consists exclusively of Gold 
and Silver, naturally grew out of the circumstance of the money of all 
civilized countries being almost entirely formed of these metals. Hav- 
ing been used both as standards whereby to measure the relative value 
of different commodities, and as the equivalents for which they were 
most frequently exchanged, gold and silver, or money, acquired a facti- 
tious importance, not in the estimation of the vulgar only, but in that 
of persons of the greatest discernment The simple and decisive con- 
sideration, that all buying and selling is really nothing more than the 
bartering of one commodity for another— of a certain quantity of corn 
or doth, for example, for a certain quantity of gold or silver, and vice 
versa — ^was entirely overlooked. The attention was gradually trans- 
ferred from the money's worth to the money itself; and the wealth of 
individuals and of states was measured, not by the abundance of their 
disposable products — ^by the quantity and value of the commodities 
with which they could afford to purchase the precious metals— but by 
the quantity of these metals actually in their possession — And hence 
the policy, as obvious as it was universal, of attempting to increase the 
amount of national wealth by forbidding the exportation of gold and 
silver, and encouraging their importation- 

It appears from a passage in Cicero, that the exportation of the 
precious metals from Rome had been frequently prohibited during the 
period of the Republic ;* and this prohibition was repeatedly renewed, 
though to very little purpose, by the Emperors.t Neither, perhaps, has 

* ' Ex/&riari aurumnen oportertt cum sce^ antea wtaiut, turn mi eofuule, graviuimg 
judicavtt* Orat. pro L. Flacco, sect 28. 

t Pliny, when enuflaerating the silks, spices, and other Eastern products imported into Italy, 
says, ' Minimofue com^taiiont millies ceniena miUia tesUrtium annis omMtdus, India ei 
^frUf/wintttlafue ilia {Arabia) itn^tria notlro d^munt,* (Hiit, Not, lib. adi. ctqp. x8.) 
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there been a state in modern Europe whose early laws have not ex- 
pressly forbidden the exportation of gold and silver. It is said 
to have been interdicted by the law of England previously to the 
Conquest ; and reiterated statutes were subsequently passed to the same 
effect ; one of which.fsrd Hen. VIII., cap. i), enacted 15 15, declared, 
that all persons carrying over sea any coins, plate, jewels, &c. 
should, on detection, forfeit double the value of these articles. 

The extraordinary extensibn of commerce during the fifteenth and 
sixteenth -centuries occasioned the substitution of a more refined and 
complex system for increasing the supply of the precious metals, in 
place of the coarse and vulgar one that had previously obtained. The 
establishment of a direct intercourse with India by the Cape of Good 
Hope, seems to have had the greatest influence in effecting this change. 
The precious metals have always been among the most advantageous 
articles of export to the East : And notwithstanding the old and deeply 
rooted prejudices against their exportation, the East India Company 
obtained, when first instituted, in 1600, leave annually to export foreign 
coins, or bullion, of the value of ;£30,ooo ; on condition, however, 
that they should import, within six months after the termination of 
every voyage, except the first, as much gold and silver as should 
together be equal to the value of the silver exported by them. But 
the enemies of the Company contended, that this condition was not 
complied with ; and that it was contrary to all principle^ and highly 
injurious to the public interests, to permit gold and silver to be sent 
out of the kingdom. The merchants, and others interested in the 
support of the Company, could not controvert the reasonings of their 
opponents, without openly impugning the ancient policy of absolutely 
preventing the exportation of the precious metals. They did not, how- 
ever, venture to contend, nor is there indeed any good reason for think- 
ing that it really occurred to them, that the exportation of bullion to 
the East was advantageous, on the ground that tlie commodities 
purchased by it were of greater value in England. But they contended, 
that the exportation of bullion to India was advantageous, because the 
commodities imported from thence were chiefly re-exported to other 
countries, from which a much greater quantity of bullion was obtained 
than had been required to pay them in India. Mr. T. Mun, the 
ablest of the Company's advocates, ingeniously compares the opera- 
tions of the merchant in conducting a trade carried on by the expor- 
tation of gold and silver, to the seed-time and harvest of agriculture. 
* If we only beliold,' says he, * the actions of the husbandman in the 
seed-time, when he casteth away much good corn into the ground, we 
shall account him rather a madman than a husbandman. But when 
^•c consider his labours in the har\*est, which is the end of his en- 
deavours, >ve shall find the worth and plentiful increase of his actions.'* 

• Tr\\AS*trt hy /V»y4"nr TtM.u, crv^, cvi. p. 50. — This work published in 1664, long 
CiT.cr Mr. Muu'g'vic.uh. Most prvlwbly it had been written about 1635, or 1640. Mun h^d 
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Such was the origin of what has been called the mercantile 
SYSTEM : And, when compared with the previous prejudice — for it 
hardly deserves the name of system — which wholly interdicted the ex^ 
portation of gold and silver, it must be allowed that its adoption was a 
considerable step in the progress to sounder opinions. The supporters 
of the mercantile system, like their predecessors, held that gold and 
silver alone constituted wealth ; but they thought that sound policy 
dictated the propriety of allowing their exportation to foreigners, pro- 
vided the commodities imported in their stead, or a portion of them, 
were afterwards sold to other foreigners for a greater amount of bullion 
than had been originally laid out on their purchase ; or, provided the 
importation of the foreign commodities caused the exportation of so 
much more native produce than would otherwise have been exported, 
as would more than equal their cost. These opinions necessarily led 
to the celebrated doctrine of the Balance of Trade, It was obvious that 
the precious metals could not be imported into countries destitute ot 
mines, except in return for exported commodities ; and the grand ob- 
ject of the supporters of the mercantile system was to monopolize the 
largest possible supply of the precious metals, by the adoption of 
various complex schemes for encouraging exportation, and restraining 
the importation of almost all products, except gold and silver, that 
were not intended for future exportation. In consequence, the excess 
of the value of the Exports over that of the Imports came to be con- 
sidered as being at once the sole cause and measure of the progress of 
a country in the career of wealth. This excess, it was taken for granted, 
could not be balanced otherwise than by the importation of an equal 
value of gold or silver, or of the only real wealth it was then supposed 
a country could possess. 

The principles and conclusions of the mercantile system, though ab- 
solutely false and erroneous, afford a tolerable explanation of a few 
very obvious phenomena ; and what did more to recommend them, 
they were in perfect unison with the popular prejudices on the subject. 
The merchants, and practical men, who were the founders of this 
system, did not consider it necessary to subject the principles they 
assumed to any very refined analysis or examination. But, reckoning 
them as sufficiently established by the common consent and agreement 
of mankind, they applied themselves almost exclusively to the discus- 
sion of the practical measures calculated to give them the greatest 
efficacy. 

* Although a kingdom,' says Mr. Mun, ' may be enriched by gifts re- 
ceived, or by purchase taken, from some other nations, yet these are 
things uncertain, and of small consideration, when they happen. The 

previously advanced die same doctzines, and nearly in the sane words, in Ins Defence of the 
East India Trade, pufaiidaed in 1609, and reprinted in i6zt, and in a petition diainiiq;i by his. 
fl«^ presented bjr tbe £ast India C wupany to PazliameDt in 1628. " 
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ordinary means^ therefore, to increase our wealth and treasure, is by- 
foreign trade, wherein we must ever observe this rule — to sell more to 
strangers yearly than we consume of theirs in value. For, suppose, 
that when this kingdom is plentifully served with cloth, lead, tin, iron, 
fish, and other native commodities, we do yearly export the overplus to 
foreign countries to the value of ;^2,2oo,ooo, by which means we are 
enabled, beyond the seas, to buy and bring in foreign wares for our use 
and consumption to the value of ;^2,ooo,ooo : by this order duly kept 
in our trading, we may rest assured that the kingdom shall be enriched 
yearly ;^2oo,ooo, which must be brought to us as sa much treasure ; 
because that part of our stock which is not returned to us in wares, 
must necessarily be brought home in treasure.* i^Mun on Treasure by 
Foreign Trade, i^* iij 

The gain on our foreign commerce is here supposed to consist ex- 
clusively of the gold and silver which, it is taken for granted, must 
necessarily be brought home in payment of the excess of exported 
commodities. Mr. Mun lays no stress whatever on the circumstance 
of foreign commerce enabling us to obtain an infinite variety of useful 
and agreeable products, which it would either have been impossible 
for us to produce at all, or to produce so cheaply at home. We are 
desired to consider all this accession of wealth — all the vast addition 
made by commerce to the motives which stimulate, and to the comforts 
and enjoyments which reward the labour of the industrious, as nothing^ 
— and to fix our attention exclusively on the balance of ;^2oo,ooo of 
gold and silver ! This is much the same as if we were desired to esti- 
mate the comfort and advantage derived from a suit of clothes, by the 
number and glare of the metal buttons by which they are fastened. 
And yet the rule for estimating the advantageousness of foreign com- 
merce, which Mr, Mun has here given, was long regarded by the gene- 
rality of merchants and practical statesmen as infallible ; and such is 
the inveteracy of ancient prejudices, that we are still annually congra- 
tulated on the excess of our exports over our imports ! 

There were many other circumstances, however, besides the erro- 
neous notions respecting the precious metals, which led to the enact- 
ment of regulations restricting the freedom of industry, and secured 
the ascendency of the mercantile system. The feudal governments 
established in the countries that had formed the western division of 
the Roman Empire, early sunk into a state of confusion and anarchy. 
The princes, unable of themselves to restrain the usurpations of the 
greater barons, or to control their violence, endeavoured to strengthen 
their influence and consolidate their power, by attaching the inhabit- 
ants of cities and towns to their interests. For this purpose, they 
granted them charters, enfranchising the inhabitants, abolishing every 
existing mark of servitude, and forming them into corporations, or 
bodies politic, to be governed by a council and magistrates of their 
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own selection. The order and good government that were thus estab* 
lished in the cities, and the security of property enjoyed by their in- 
habitants, whilst the rest of the country was a prey to rapine and 
disorder, stimulated their industry, and gave them a decided superi- 
ority over the cultivators of the soil It was from the cities that the 
princes derived the greater part of their supplies of money; and it was 
by their assistance and co-operation that they were enabled to control 
and subdue the pride and independence of the barons. But the citizens 
did not, render this assistance to their sovereigns merely by way of 
compensation for the original gift of their charters. They were con- 
tinually soliciting and obtaining new privileges. And it was not to be 
expected that princes, whom tliey had laid under so many obligations, 
and who justly regarded them as forming the most industrious and de- 
serving portion of their subjects, should feel any great disinclination to 
gratify their wishes. To enable them to obtain cheap provisions, and 
to carry on their industry to the best advantage, the exportation of 
com, and of the raw materials of their manufactures, was strictly pro- 
hibited ; at the same time that heavy duties and absolute prohibitions 
were interposed to prevent the importation of manufactured articles 
from abroad, and to secure the complete monopoly of the home-market 
to the home manufacturers. These, together with the privilege granted 
to the citizens of corporate towns of preventing any individual from 
exercising any branch of business until he had obtained leave from 
them ; and a variety of subordinate regulations intended to force the 
importation of the raw materials required in manufacttures, and the ex- 
portation of manufactured goods, form the principal features of the 
system of public economy adopted, in the view of encouraging manu' 
facturing industry, in every cotmtry in Europe, in the fourteenth, 
fifteenth, sixteenth, and seventeenth centuries. The freedom of in- 
dustry recognised by their ancient laws was almost totally destroyed. 
It would be easy to mention a thousand instances of the excess to 
which this artificial system was carried in England and other countries; 
but as many of these instances must be familiar to the reader, I shall 
only observe, as illustrative of its spirit, that, by an act passed in 1678, 
for the encouragement of the English woollen manufacture, it was or- 
dered that all dead bodies should be wrapped in a woollen shroud 1 
(. But the exclusion of foreign competition and the monopoly of the 
home-xnaiket, were not enough to satisfy the manufacturers and mer- 
chants. Having obtained all the advantage they could from the 
public, they next attempted to prey on each other. Such of them as 
possessed most influence, procurol the privilege of carrying on par- 
ticular branches of industry to the exclusion of every other individuaL 
This abuse was carried to a most oppressive height in the reign of 
Elizabeth, who granted an infinite number of new patents. At length, 
the grievance became so insupportable, as to induce all classes to join 
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in petitioning for its abolition : which, after much opposition on the 
part of the Crown, by whom the power of erecting monopolies was 
considered a very valuable branch of the prerogative, was effected by 
an act passed in 1624. This act has been productive of the greatest 
advantage ; but it did not touch any of the fundamental principles of 
the mercantile or manufacturing system ; and the exclusive privileges 
of all bodies corporate were exempted from its operation. 

In France the interests of the manufacturers were warmly espoused 
by the celebrated M. Colbert, minister of finances during the most 
splendid period of the reign of Louis XIV. ; and the year 1664, when 
the tariff compiled under his direction, was first promulgated, has 
been sometimes considered, by the Continental writers, though, as we* 
have seen, most erroneously, as the real era of the mercantile system. 
(Mengotti^ Dissertazione sul Colbertismo, cap, 11.) 

The restrictions in favour of the manufacturers were all zealously 
supported by the advocates of the mercantile system, and the balance 
of trade. The facilities given to the exportation of goods manufactured 
at home, and the obstacles thrown in the way of importation from 
abroad, seemed peculiarly fitted for making the exports exceed the 
imports, and procuring a favourable balance. Instead, therefore, of 
regarding these regulations as the offspring of a selfish monopolizing 
spirit, they looked on them as having been dictated by the soundest 
policy. The interests of the manufacturers and merchants were thus 
naturally identified ; and were held to be the same with those of the 
public. The acquisition of a favourable balance of payments was the 
grand object to be accomplished ; and heavy duties and restrictions on 
importation, and bounties and premiums on exportation, were the 
means by which this object was to be attained. It cannot excite our 
surprise that a system having so many popular prejudices in its 
favour, and which afforded a plausible apology for the exclusive 
privileges enjoyed by the manufacturing and commercial classes, 
should have early attained, or that it should still preserve, notwith- 
standing the overthrow of its principles, a powerful practical influence.* 

* It is no exaggeration to affirm,' says a late foreign writer, * that 
there are very few political errors which have produced more mischief 
than the mercantile system. Armed with power, it has commanded 
and forbid where it should only \i2i\^ protected. The regulating mania 
which it has inspired has tormented industry in a thousand ways, to 
force it from its natural channels. It has made each particular nation 
regard the welfare of its neighbours as incompatible with its own ; 
hence the reciprocal desire of injuring and impoverishing each other ; 
and hence that spirit of commercial rivalry which has been the 

* Melon and Forbonnais in France, — Genovesi in Italy,— Mun^ Sir Jos. Child, Dr. Dave- 
nant, the authors of the British Merchant, and Sir Jas. Stewart, m England — are the ablest 
writers who have espoused, some with mQre and some with fewer exceptions, the leading 
principles of the Mercantile system, 
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immediate or remote cause of the greater number of modem wars. 
It is this system which has stimulated nations to employ force or cun- 
ning to extort commercial treaties, productive of no real advantage to 
themselves, from the weakness or ignorance of others. It has formed 
colonies, that the mother country might enjoy the monopoly of their 
trade, and force them to resort exclusively to her markets. In short, 
where this system has been productive of the least injury, it has 
retarded the progress of national prosperity ; every where else it has 
deluged the earth with blood, and has depopulated and ruined some of 
those countries whose power and opulence it was supposed it would 
carry to the highest pitch.' (Storch, Cours d^Economie Politique^ 
Tome i, p, 122.^ 

The shock given to previous prejudices and systems by those great 
discoveries and events, which will for ever distinguish the fifteenth 
and sixteenth centuries, and the greater attention which the progress 
of civilization and industry naturally drew to the sources of national 
power and opulence, prepared the way for the downfall of the mercan- 
tile system. The advocates of the East India Company, whose 
interests had first prompted them to question the prevailing doctrines 
as to the exportation of bullion, began gradually to assume a higher 
tone ; and at length boldly contended that bullion was nothing but a 
commodity y and that its exportation ought to be rendered as free as the 
exportation of any other commodity. Nor were these opinions con- 
fined to the partners of the East India Company. They were grad- 
ually communicated to others ; and many eminent merchants were 
taught to look with suspicion on several of the most received maxims ; 
and were thus led to acquire more correct and comprehensive views 
in respect to the just principles of commercial intercourse. The new 
ideas ultimately made their way into the House of Commons ; and in 
1663, the statutes prohibiting the exportation of foreign coin and 
bullion were repealed, and liberty given to the East India Company, and 
to private traders, to export these articles in unlimited quantities. 

In addition to the controversies respecting the East India trade, 
the discussions to which the foundation of the colonies in America 
and the West Indies, the establishment of a compulsory provision for 
the support of the poor, and the acts prohibiting the exportation of 
wool, &c. gave rise, attracted an extraordinary portion of the public 
attention to questions connected with the domestic policy of the 
country. In the course of the seventeenth century, a more than usual 
number of tracts were published on commercial and economical sub- 
jects. And although the greater number are strongly tinctured with 
the prevailing spirit of the age, it cannot be denied, that several of 
them rise above the prejudices of their contemporanes, and have an 
unquestionable right to be regarded as the foundation of the modern 
theory of commerce — as the earliest exposition of those sound and 
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liberal doctrines, by which it has been shown, that the prosperity of 
states can never be promoted by restrictive regulations, or by .the 
depression of their neighbours — that the genuine spirit of commerce is 
inconsistent with the dark, selfish, and shallow policy of monopoly — 
and that the self-interest of mankind, not less than their duty, requires 
them to live in peace, and to cultivate a fair and friendly intercourse 
with each other. 

Besides Mr. Mun, Sir Jos. Child,* whose work, though it is founded 
on the principles of the mercantile system, contains many sound and 
liberal views, Sir Will. Petty,t and Sir Dudley North, are the most 
distinguished of the economical writers of the seventeenth century. 
The latter not only rose above the established prejudices of the time, 
but had sagacity enough to detect the more refined and less obvious 
errors that were newly coming into fashion. His tract, entitled. ' Dis- 
courses on Tradey principally directed to the cases of Interest^ Coinage^ 
Clippings and Increase cf Money ^ in 1691, contains a much more able 
statement of the true principles of commerce than any that had then 
appeared. He is throughout the intelligent advocate of all the .great 
principles of commercial freedom. He is not, like the most eminent 
of his predecessors, well informed on one subject, and erroneous on 
another. His system is consistent and complete. He shows, that in 
commercial matters, nations have the same interests as individuals ; 
and forcibly exposes the absurdity of supposing, that any trade which 
is advantageous to the merchant can be injurious to the public. His 
opinions respecting the imposition of a seignorage on the coinage of 
money, and the expediency of sumptuary laws, then very popular, are 
equally enlightened. 

I shall subjoin, from the preface to this tract, an abstract of the 
general propositions maintained in it : — * That the whole world 

AS TO TRADE IS BUT AS ONE NATION OR PEOPLE, AND THEREIN 

NATIONS ARE AS PERSONS.' * That the loss of a trade with one nation 
is not that only, separately considered, but so much of the trade of the 
world rescinded and lost, for all is combined together.' *That there 

CAN BE NO trade UNPROFITABLE TO THE PUBLIC ; FOR IF ANY 
PROVE SO, MEN LEAVE IT OFF ; AND WHEREVER THE TRADERS 
THRIVE, THE PUBLIC, OF WHICH THEY ARE A PART, THRIVE ALSO.' 

* That to force men to deal in any prescribed manner may profit such 
as happen to serve them ; but the public gains not, because // is taken 
from one subject to give to another,^ * That no laws can set prices in 
trade, the rates of which must and will make themselves. But when 
such laws do happen to lay any hold, it is so much impediment to 
trade, and therefore prejudicial.' * That money is a merchandise^ 

* A New Discourse qf Trade f first published m 1668, but greatly enlarged and improved in 
2nd ed., pub. 1690. 
t Qnafitulumcunque, 1682; PoUtkal Anatomy of Ireland^ 1672; andoth?r works. 
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*ivhereof there may be a glut^ as well as a scarcity^ and that even to an 
inconvenience! 'That a people cannot want money to serve 

THE ORDINARY DEALING, AND MORE THAN ENOUGH THEY WILL 

not have.' ' That no man will be the richer for the making much 
money, nor have any part of it, but as he buys it for an equivalent 
price.' * That the free coynage is a perpetual motion found out y whereby 
to fnelt and coyn without ceasing^ and so to feed goldsmiths and coyn- 
ers at the public charge.' * That debasing the coyn is defrauding one 
another, and to the public there is no sort of advantage from it ; for 
that admits no character, or value, but intrinsick.' * That the sinking 
by alloy or weight is all one.' * That exchange and ready money are 
the samey nothing but carriage and re-carriage being saved. * That 
money exported in trade is an increase to the wealth of the nation ; 
but spent in war^ and payments abroad^ is so much impoverishment! 

* In short, that ALL FAVOUR TO ONE TRADE, OR INTEREST, IS AN 
ABUSE, AND CUTS SO MUCH OF PROFIT FROM THE PUBLIC' 

Unluckily this admirable tract never obtained any considerable cir- 
culation. There is good reason, indeed, for supposing that it was de- 
signedly suppressed.* At all events, it speedily became excessively 
scarce ; and I am not aware that it has ever been referred to by any 
subsequent writer on commerce. 

The same enlarged and liberal views that had found so able a sup- 
porter in Sir Dud. North, were subsequently advocated to a greater or 
less extent by Locke,t the anonymous author of a pamphlet on the 
East India Trade,! Vanderlint,§ Sir Matt. Decker J | Hume,T^ and 
Harris.** But their efforts were ineffectual to the subversion of the 
mercantile systenL Their ojunions respecting the nature of wealth 
were confused and contradictory; and as they neither attempted to 
investigate its sources, nor to trace the causes of national opulence, 
their arguments in favoiu' of a liberal system of commerce had some- 
what of an empirical aspect, and failed of making that impression 
which is always made by reasonings logically deduced from well estab- 
lished principles, and shown -to be consistent with experience. Mr. 
Locke, as we shall afterwards show, unquestionably entertained very 
correct opinions respecting the paramount influence of labour in the 
production of wealth ;. but he did not prosecute his investigations in 
the view of elucidating the principles of this science, and made no re- 
ference to them in his subsequent writings. And though Mr. Harris 
adopted Mr. Locke's views, and deduced from them some practical in- 

♦ See the Hoo. Roger North's Life of his Brother, Hu Hon. Sir Dud, North, * itq. 

t ConsideriUumM on the iMering of InUre^ and Raising the Valve of Money, 1691 ; and 
Further Consideratums onRamng the Vahu of Money, x^^ t Considerations on the 
East India. Trvde^ X701- This is a very remaxkable pamphlet. The author has succcssfuUy 
refisted the varions afsuments advanced in justification of the prohibition against importine 
East India mawiifartiired goods ; and has givoi a very striking iUnstration of Uie efiectsof the 
division of laboar: % Money Anmetj all Things, 1734. | Essays on the Causes ^the />*. 
dine ffj Foreign Tmde^ 1744. ^Pobttcal Essays, xn^ *' ^^*9^9nMmeymndCnms^vi^, 
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ferences of great importance, his general principles are merely intro* 
duced by way of preface to his Treatise on Money ; and are not ex- 
plained at any length, or in that logical and systematic manner that is 
necessary in scientific investigations. 

But, what the English writers had left undone was now attempted 
by a French philosopher, equally distinguished for the subtlety and 
originality of his understanding; and the integrity and simplicity of his 
character. This was the celebrated M. Quesnay, a physician, attached 
to the court of Louis XV. It is to him that the merit unquestionably 
belongs of having first attempted to investigate and analyze the sources 
of wealth, with the intention of ascertaining the fundamental princi- 
pies of Political Economy; and who thus gave it a systematic form, 
and raised it to the rank of a science. Quesnay's father was a small 
proprietor, and having been educated in the country, he was naturally 
inclined to regard agriculture with more than ordinary partiality. At 
an early period of his life he had been struck with its depressed state 
in France, and had set himself to discover the causes which had pre- 
vented its making that progress which the industry of the inhabitants, 
the fertility of the soil, and the excellence of the climate, seemed to 
insure. In the course of this inquiry he speedily discovered that the 
prevention of the exportation of corn to foreign countries, and the pre- 
ference given by the regulations of Colbert to the manufacturing and 
commercial classes over the agriculturists, formed the most powerful 
obstacles to the progress and improvement of agriculture. But Ques- 
nay was not satisfied with exposing the injustice of this preference, and 
its pernicious consequences. His leal for the interests of agriculture 
led him, not merely to place it on the same level with manufactures 
and commerce, but to raise it above them, — by endeavouring to show 
that it was the only species of industry which contributed to increase 
the riches of a nation. Founding on the indisputable fact, that every- 
thing that either ministers to our wants or gratifies our desires, must 
be originally derived from the earth, Quesnay assumed as a self-evi- 
dent truth, and as the basis of his system, that the earth is the only 
source of wealth; and held that industry was altogether incapable of 
producing any new value, except when employed in agriculture, includ- 
ing under that term fisheries and mines. His observation of the strik- 
ing effects of the vegetative powers of nature, and his inability to 
explain the real origin and causes of ;v;//j, confirmed him in this opi- 
nion. The circumstance, that of those who are engaged in industrious 
undertakings, none but the cultivators of the soil paid rent for the use 
of natural agents^ appeared to him an incontrovertible proof, that 
agriculture was the only species of industry which yielded a net sur- 
plus (produit net) over and above the expenses of production. Ques- 
nay allowed that manufacturers and merchants were highly useful ; but, 
as they realized no net surplus in the shape of rent, he contended they 
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did not add any greater value to the raw material of the commodities 
they manufactured or carried from place to place, than was just equi- 
valent to the value of the capital or stock consumed by them during 
the time they were necessarily engaged in these operations. These 
principles once established, Quesnay proceeded to divide society into 
three classes ; the first y or productive class, by whose agebcy all wealth 
is produced, consists of the farmers and labourers engaged in agricul- 
ture, who subsist on a portion of the produce of the land reserved to 
themselves as the wages of their laboiir, and as a reasonable profit on 
their capital ; the second^ or proprietary class, consists of those who 
live on Uie rent of the land, or on the fut surplus produce raised by 
the cultivators after their necessary expenses have been deducted ; and 
the thirds or unprodiictive class, consists of manufacturers, merchants, 
menial servants, &c., whose labour, though exceedingly useful, adds 
nothing to the national wealth, and who subsist entirely on the wages 
paid them by the other two classes. It is obvious, supposing this 
classification made on just principles, that all taxes must fall on the 
landlords. The third, or unproductive class, have nothing but what 
they receive from the other two classes ; and if any deduction were 
made from the fair and reasonable profits and wages of the husband- 
men, it would have the effect to paralyse their exertions, and conse- 
quently to spread poverty and misery throughout the land, by drying 
up the only source of wealth. It necessarily follows, therefore, on M. 
Quesna/s theory, that the entire expenses of government, and the 
various pubUc burdens, must, howsoever imposed, be ultimately de- 
frayed out of ^Qproduit net, or rent of the landlords ; and consistently 
widi this principle, he proposed that all the existing taxes should be 
repealed, and that a single tax (Impot unique), laid directly on the net 
produce, or rent, of the land, should be imposed in their stead. 

But, however much impressed with the importance of agriculture 
over every other species of industry, Quesnay did not solicit for it any 
exclusive favour or protection. He successfully contended that the in- 
terests of the agriculturists, and of all the other classes, would be best 
promoted by establishing a system of perfect freedom. * Qu'on main- 
tienne,' says he in one of his general maxims, Tenti^re libertd du com- 
merce ; car la police du commerce interieur et exterieur la plus sure, 
la plus exacte, la plus profitable d la nation et d Petat^ consiste dans 
tA PLEINE LIBERTE DE LA CONCURRENCE.^ {Physiocratie, Prem. 
Part. p. 119,) Quesnay showed that it could never be for the interest 
of the proprietors and cultivators of the soil to fetter or discourage the 
industry of merchants, artificers, and manufacturers ; for the greater 
the liberty they enjoy, the greater will be their competition, and their 
services will, in consequence, be rendered so much the cheaper. Nei- 
ther, on the other hand, can it ever be for the interest of the unproduc- 
tive class to harass and oppress the agriculturists, either by preventing 
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the free exportation of their products, or by any restrictive regulatioiiS 
whatsoever. When the cultivators enjoy the greatest degree of free- 
dom, their industry, and, consequently, their net surplus produce— Xhe 
only fund from which any accession of national wealth can be derived 
— will be carried to the greatest possible extent. According to this 
' liberal and generous system,' ( Wealth of Nations, i Murray s Reprints., 
p. S3), the establishment of perfect liberty, perfect security, and perfect 
justice, is the only, as it is* the infallible, means of securing the highest 
degree of prosperity to all classes of the society. 

' On a vu,* says the ablest expositor of this system, M. Mercier de la 
Riviere, *qu41 est de ^essence de I'ordre que Finteret particulier d'un 
seul ne puisse jamais etre separde de Tinteret commun de tous; 
nous en trouvons une preuve bien convaincante dans les effets que 
produit naturellement et necessairement la plenitude de la liberty qui 
doit regner dans le commerce, pour ne point blesser la propri^td L'in- 
teret personnel encouragde par cette grande liberty, presse vivement et 
perpetuellement chaque homme en particulier, de perfectionner, de 
multiplier les choses dont il est vendeur ; de grosair ainsi la masse des 
jouissances qu'il peut procurer aux autres hommes, afin de grossir, par 
ce moyen, la masse des jouissances que les autres hommes peuvent lui 
procurer en echange. Le monde alors va de lui meme; le desir de 
jouir, et la libertd de jouir, ne cessant de provoquer la multiplication 
des productions et Taccroissement de Findustrie, ils impriment k toute 
la soci^td un mouvement qui devient une tendance perpetuelle vers son 
meilleur etat possible.** 

We shall have other opportunities of examining the principles of 
this very ingenious theory. It is sufficient at present to remark, that, 
in assuming agriculture to be the only source of wealth, because the 
matter of which all commodities are composed must be originally de- 
rived from the earth, M. Quesnay and his followers mistook altogether 
the nature of production, and really supposed wealth to consist of mat- 
ter ; whereas, in its natural state, matter is very rarely possessed of 
immediate and direct utility, and is always destitute of value. It is 
only by means of the labour which must be laid out in appropriating 
matter, and in fitting and preparing it for our use, that it acquires ex- 
changeable value, and becomes wealth. Human industry does not 
produce wealth by making any additions to the matter of our globe ; 
this being a quantity susceptible neither of augmentation nor diminu- 
tion. Its real and only effect is to produce wealth by giving utility to 
matter already in existence; and it has been repeatedly demonstrated, 
that the labour employed in manufactures and commerce is just as 
productive of utility, and consequently of wealth, as the labour em- 
ployed in agriculture. Neither is the cultivation of the soil, as M. Ques- 

♦ VOrdre Naturel et EsseniUl des Socidtis Poliiiques, v. ii. p. 444. 
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nay supposed, the only species of industry which yields a surplus pro- 
duce after the expenses of production are deducted. When agriculture 
is most productive, that is, when none but the best of the good soils 
are cultivated, no rent, or produit net, is obtained from the land ; and 
it is only after recourse has been had to poorer soils, and when, con- 
sequently, the productive powers of the labour and capital employed 
in cultivation begin to diminish, that rent begins to appear : so that, \ 
instead of being a consequence of the superior productiveness of agri- \ . 
cultural industry, rent is realty a consequence of its becoming less pro- 
ductive than others. 

The Economical Tahle^ a formula constructed by M. Quesnay, and 
intended to exhibit the various phenomena attendant on the production 
of wealth, and its distribution among the productive, proprietary, and 
unproductive classes, was published at Versailles, with accompanying 
illustrations, in 1758 ; and the novelty and ingenuity of the theory 
which it expounded, its systematic and scientific shape, and the liberal 
system of commercial intercourse which it recommended, speedily ob- 
tained for it a very high degfree of reputation.* It is to be regretted 

* That M. Quesnay is entitled to the merit of originality cannot be disputed. It is certain, 
however, that he had been anticipated in several of his peculiar doctrines by some English 
writers of the previous century. The fundamental principles ^f the economical system are 
distinctly and cleariy stated in a tract entitled Reasons for a limited Exportatum 0/ Wool, 
1677. ' That it is of the greatest concern and interest of the nadon,' says- the author of the 
tract, 'to preserve the nobmty, gentry, and those to whom the land of the country belongs, at 
least, mu<!h greater than a few artificers employed in working the superfluity of our wool, or 
the merchants who gain by the exportation of our manufactures, is manifest — z. Because they 
are the masters and j^aprietaries of the foundation of ail the wealth in this nation, all pro- 
fit arising out of tfu ground which is theirs. 3. Because they bear all taxes and public 
burdens; which, in truth, are only borne by those who buy, and sell not : all sellers, raising 
the price of their commodiries, or abating of their goodness, according to their taxes.' — p. 5. 

In 1696, Mr. Asgill publbhed a treatise entitled Several Assertions Proved, in order to 
Create another Specus-of Money than Gold, in support of Dr. Chamberlayne's proposition 
for a Land Bank. The following extract from this treatise breathes, as Stewart has justly ob- 
served, in his. Life of Smith, the very spirit of Quesnay's philosophy : — 

' What we call commodities is nothing but land severed from the soil — Man deals in no- 
thing but earth. The merchants are the factors of the world, to exchange one part of the 
earUi for another. The king himself is fed by the labour of the ox : and the clothing of the 
army and victualling of the navy must aU be paid for to the owner of the soil as the ultimate 
receiver. AU things in the worid are originally the produce of the ground, and there must 
all things be raised.' — (This passage has been quoted in Lord Lauderdale's Inquiry into the 
Nature and Origin of Public Wealth, 2d ed. p. xo^.) 

These passages are interesting, as exhibiting the first germs cf the theory of the econo- 
mists. But there is no reason whatever to suppose that Quesnay was aware of the exist- 
ence of either of the tracts referred to. The subjects treated in them were of too local a 
description to excite the attention of foreigners;^ and Quesnay was too candid to conceal 
his obUgatioos, had he really owed them any. It is probable he may have seen Locke's trea- 
tise on Raising the Value of Money, where the idea is thrown out that all taxes fall ulti- 
mately on the land. But there is an immeasurable difference between the suggestion of 
Locke and the well-digested system of Quesnay. 

I subjoin from the work of Dupont, Sur tOrigine et Progris d^une Nouvelle Science, 
a short statement of the various institutions the Economists held to be necessary for the good . 
govenunent of a country. 

' Voki le n£sum^ de toutes les institutions sodales fondles sur I'ordre naturel, sur la 
constitutibn physique des hommes et des autres 6treis dont ils sont environn^s.' * Pro- 
prilti personnelle, Stabile par la nature, par la n^cessit^ physique dont il est k chaque individu 
de disposer de toutes les facult^s de sa personne, pour se procurer les choses propres a satis- 
faire ses besoins, sous peine de soufTrance et de mort.' * Liberti de travail, insei)arable 
delapropridt^ personnelle dont elle forme une partie constitutive.' * Propriiti moSiliaire, 
qui n^ que la projMiet^ personnelle meme, considdr^e dans son usage, dans son objet, 

3 
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that the friends and disciples of Quesnay, among whom we have to 
reckon Mirabeau, Mercier de la Riviere, Dupont de Nemours, Saint 
Peravy, Turgot, and other distinguished individuals, in France, Italy, 
and Germany, should, in their zeal for his peculiar doctrines, which 
they enthusiastically exerted themselves to defend and propagate, have 
exhibited more of the character of partizans, than of (what there is the 
best reason to think they really were) sincere and honest inquirers 
after truth. Hence it is that they have always been regarded as a 
sect, known by the name of Economists^ or Physiocrats j — and that 
their works are characterised by an unusual degree of sameness.* 

dans son extension n«*cessaire sur les choses acquises par le travail de sa personne.' 'Z«- 
berti cTichangey de commerce, d'emploi de ses richesses, inseparable de la propri^tft per- 




tiplication des productions ndcessaires a la subsistance des hommes.' * PropriSti/onciere, 
suite necessaire de la culture, ct qui n'est que la conservation de la propri^td personnelle et 
de la propriety mobiliaire, employees aux travaux et aux ddpenses preparatoires indispen- 
sablespour raettre la terre en dtat d'etre cultiv^e.' * Liberti de remploi de sa terre^ de 
I'espece de sa culture, de toutes les conventions relatives k I'exploitation^ k la concessioo, ^ la 
retrocession, k I'^change, li la vente de sa terre, inseparable de la propn^t^ fonciere/ * Part- 
age naturel des r^coltes, en revises des cidtivateurs, ou richesses dont I'emploi doit indispens- 
ablement etre de perpetuer la culture sous peine de diminution des r^coltes et de la popula- 
tion et produit net. ou richesses disponibles dont la grandeur decide de la prosi>§rit^ de la 
society, dont Tempioi est abandonnd k la yolontd et k I'intdr^t des propri^taircs fonciers, et qui 
constitue pour eux le prix naturel et legitime des d^penses qu'ils on faites, et des travaux 
auxquels lis se sont livrds pour mettre la terre en dtat d'Stre cultivdr* * Sureii^ sans laquelle 
la propri^td et la libert^ ne seraient que de droit et non de fait, sans laquelle le produit net 
serait bientdt an^anti, sans laquelle la culture meme ne pourrait subsister.' * Autoriti tuti- 
laire et souverainey pour procurer la suretd essentiellement ndcessaire k la propridte et k la 
liberty ; et qui s'acquitte de cet important ministere, en promulguflnt et faisant ex^cuter les 
loix de I'ordre naturel, par lesquelles la propridtd et la libertd sont dtablies.' * Magistrats, 
pour decider dans les cas particuliers quelle doit etre Tapplication des loix de I'ordre naturel, 
rdduites en loix positives par I'autoritdsouvetaine ; et qui ont le devoir imp^rieux de comparer 
les Ordonnances des Souverains avec les loix de la Justice par essence, avant de s'engager k 
prendre ces Ordonnances positives, pour r^gle de leurs jugemens.' * Instruction pubiigue et 
favorisSe, pour que les citdyens, I'autorite et les Magistrals, ne puissent jamais perdre de 
vue les loix invariables de I'ordre naturel, et se laisser dgarer par les prestiges de I'opinion, 
ou par I'attrait^des int^rets particuliers exclusifs qui, des qu'ils sont exclustfs sont toujours 
malentendus.' * Revenu puolic, pour constituer la force et le pouvoir necessaire k rautoritd 
Souveraine ; pour faire les frais de son ministere protecteur, des fonctions importantes des 
Magistrats, et de I'instruction indispensable des loix de I'ordre naturel.' * J mpdt direct j ou 
partage du produit net du territoire, entre les propridtaires fonciers et I'autoritd Souveraine ; 
pour former le revenu public d'une maniere qui ne restraigiie ni la propridtd ni la liberty, 
et qui par consequent ne soit pas destructive.' 'Proportion essentieiie et nicessaire de 
I'ivtpfit direct, avec le produit net, telle qu'elle donne k la socidtd le plus grand revenu 

{)ublic qui soit possible, et par consequent le plus grand degnS possible de suretd, sans que 
e sort des propridtaires fonciers cesse d'etre le meilleur sort dont on puisse jouir dans la so- 
cietd.' ' Monarchic Mrdditaire^ pour que tons les intdrets presens et futurs du ddpositaire 
de I'autorite Souveraine, soient intiraement lids avec ceux de la socidtd par le partage propor- 
tionnel d\i p7-oduit net.' 

* The principal works published by the French Economists : — 

Tableau Economi^ue, et Maximes Generates du Gouvernement Econoutique, par Francois 
Quesnay, 4to. Versailles, 1758. Theorie de VImpot, par M. de Mirabeau, 410, 1760. JLa 
Philosophic Ruralc, par M. de Mirabeau, 4to, and 3 v. i2mo, 1763. VOrdre Naturel et 
Essentiel des Societes Politiques, par Mercier de la Riviere, 410, and 2 v, i2mo, 1767. Sur 
I'Originc et Ptogres d'une Science Nouvelle, par Dupont de Nemours, 1767. La Physio^ 
cratie, ou Constitution Aaturelle du Gouvernement le plus avantagcux an Genre Huntatn ; 
Recueil des Principaux Ouvragcs Economiques de M. (Quesnay, redige et public par Dupont 
de Nemours, 2 Parties, 1767. Lett, d'un Citoyen d un Magistral, sur les Vingtiemes et les 
autres Impots, par I'Abbd Baudcau, i2mo, 1768. Mem. sur les Effets de VImpdt indirect; 
gui a remporti le Prix proposd par la Societi Royalc d' Agriculture de Limoges, par Saint 
Peravy, i2mo, 1768. Rejlexions sur la Formation, et la Distribution des Richesses, par 
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fiut, in despite of all these defects, there can be no question that 
the labours of the French Economists powerfully contributed to ac- 
celerate the progress of economical science. In reasoning on subjects 
connected with national wealth, it was now found to be necessary tiJ 
subject its sources, and the laws which regulate its production aild 
distribution, to a more accurate and searching analysis. In thd 
course of this examination, it was speedily ascertained that both the 
mercantile and economical theories were erroneous and defective; 
and that, to establish the science of Political Economy on a firm 
foundation, it was necessary to take a much more extensive survey, 
and to seek for its principles, not in a few partial and distorted facts, 
or in metaphysical abstractions, but in the connection and relation 
subsisting among the various phenomena manifested in the progi'ess 
of civilization. The Count di Verri, whose Meditations on Political 
Economy were published in 1771, demonstrated the fallacy of the 
opinions of the French Economists respecting the superior productive- 
ness of the labour employed in agriculture ; and showed that all the 
operations of industry really consist oi modificatiofts of matter already 
in existence* But Verri did not trace the consequences of this im- 
portant principle ; and, possessing no clear and definite notions of 
what constituted wealth, did not attempt to discover the means by 
which labour might be facilitated. He made some valuable additions 
to particular branches of the science, and had sufficient acuteness to 
detect errors in the system of others ; but the task of constructing a 
better system in their stead required talents of a far higher order. 

At length, in 1776, our illustrious countryman Adam Smith prub- 
lished the * Wealth of Nations,'— a work which has done for Political 
Economy what the Essay of Locke did for the philosophy of mind. 
In this work the science was, for the first time, treated in its fullest 
extent ; and the fundamental principles, on which the production of 
wealth depend, placed beyond the reach of cavil and dispute. In 
opposition to the French Economists, Dr. Smith has shown \}Ci?X labour 
is the only source of wealth, and that the wish to augment our fortunes 
and to rise in the world— a wish that comes with us from the womb,, 
and never leaves us till we go into the grave— is the cause of wealth 
being saved and accumulated : he has shown that labour is produc- 
tive of wealth when employed in manufactures and commerce, as well 

Tureot 8vo 1771. This is the best of all the works founded on the principles of the Econo- 
mists • and is, in some respects, the best work on Political Economypublished previously to 
the Wealth of Nations. The journal d' Agriculture, fsi'c. and the Ephemerides duCitoyen, 
contain a variety of valuable articles contributed by Quesnay and other leading Economists. The 
Ephemerides was beeun in 1767, and was dropped in 1775 ; it was first conducted by the 
Abb6 Baudeau, and then by Dupont. 




ntrasmuti in velluto, o vero alcuni pezzetti di metaUo St oiganixano a formare una npetii* 
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as when it is employed in the cultivation of the land : he has traced 
the various means by which labour may be rendered most effective ; 
and has given a most admirable analysis and exposition of the pro- 
digious addition made to its powers by its division among different 
individuals, and by the employment of accumulated wealth, or capital, 
in industrious undertakings. Dr. Smith has also shown, in opposition 
to the commonly received opinions of the merchants, politicians, and 
statesmen of his time, that wealth does not consist in the abundance of 
gold and silver, but in the abundance of the various necessaries^ con- 
veniences, and enjoyments of human life: he has shown that it is in every 
case sound policy, to leave individuals to pursue their own interest in their 
own way : that, in prosecuting branches of industry advantageous to 
themselves, they necessarily prosecute such as are, at the same time, 
advantageous to the public ; and that every regulation intended to 
force industry into particular channels, or to determine the species of 
commercial intercourse to be carried on between different parts of the 
same country, or between distant and independent countries, is im- 
politic and pernicious — injurious to the rights of individuals — and 
adverse to the progress of real opulence and lasting prosperity. 

The fact that the distinct statement of several of the most important 
of these principles, and that traces of them all, may be found in the 
works of previous writers, does not in the least detract from the real 
merits of Dr. Smith. In adopting the discoveries of others, he has 
made them his own ; he has demonstrated the truth of principles on 
which his predecessors had, in most cases, stumbled by chance ; has 
separated them from the errors by which they were previously incum- 
bered ; has traced their remote consequences, and pointed out their 
limitations ; has shown their practical importance and real value — 
their mutual dependence and relation ; and has reduced them into 
a consistent, harmonious, and beautiful system. 

But, however excellent in many respects, still it cannot be denied 
that there are errors, and those too of no slight importance, in the 
* Wealth of Nations.' Dr. Smith does not say that in prosecuting 
such branches of industry as are most advantageous to themselves, 
individuals necessarily prosecute such as are at the safne time most 
advantageous to the public. His leaning to the system of the Econo- 
mists — a leaning perceptible in every part of his work — made him so 
far swerve from the principles of his own system, as to admit that 
individual advantage is not always a true test of the public advan- 
tageousness of different employments. He considered agriculture, 
though not the only productive employment, as the most productive of 
any ; and he considered the home trade as more productive than a 
direct foreign trade, and the latter than the carrying trade. It is clear, 
however, that all these distinctions are fundamentally erroneous. A 
state being nothing more than an aggregate collection of individuals, 
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it necessarily follows, that whatever is most advantageous to them 
must "be most advantageous to the state ; and it is obvious, that the 
self-interest of those concerned will always prevent them from engag- 
ing in manufacturing and commercial undertakings, unless when they 
yield as large profits, and are, consequently, as publicly beneficial as 
agriculture. His opinion with respect to the unproductiveness of all 
labour, not realized in a fixed and vendible commodity, appears, at 
first sight, to rest on no better foundation than the opinion of the 
Economists with respect to the unproductiveness of commerce and 
manufactures ; and its fallacy has been fully established by several 
late writers. These, however, are blemishes of inferior importance. 
The radical defect of the * Wealth of Nations ' consists in the erroneous 
doctrines Dr. Smith has advanced with respect to the invariableness | 
of the value of com, and the effect of fluctuations in the rate of 
wages on prices : these have prevented him from acquiring any clear 
and accurate notions respecting the nature and causes of rent, and 
the laws which govern the rate of profit ; and have, in consequence, 
vitiated all that part of his work which treats of the distribution of 
wealth, and the principles of taxation. 

But after every allowance has been made for these defects, enough 
still remains to justify us in considering Dr. Smith as the real founder 
of the modem system of Political Economy. If he has not left us a 
perfect work, he has, at all events, left us one which contains a greater 
number of useful truths than have ever been given to the world by any 
other individual ; and he has pointed out and smoothed the route, by 
following which, subsequent philosophers have been enabled to perfect 
much that he had left incomplete, to rectify the mistakes into which he 
had fallen,'and to make many new and important discoveries. Whether, 
indeed, we refer to the soundness of its leading doctrines, to the liber- 
ality and universal applicability of its practical conclusions, or to the 
powerful and beneficial influence it has had on the progress and per- 
fection of economical scieace, and still more on the policy and conduct 
of nations. Dr. Smith's work must be placed in the foremost rank ot 
those that have helped to liberalize, enlighten, and enrich mankind.* 

The science of Political Economy was long confounded with that of 
Politics ; and it is undoubtedly true that they are very intimately con- 
nected, and that it is frequently impossible to treat those questions 
which strictly belong to the one without referring more or less to the 
principles and conclusions of the other. But, in their leading features, 
they are sufficiently distinct. The laws which regulate the production 
and distribution of wealth are the same in every countjry and stage of 
society. Those circumstances which are favourable or unfavourable 



* Thesubsequcntstepsin the jpro|;ress of the science will be pointed o^t in^the course of 
liswork. I" * . . *•- »• . .1 . n' 
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to the increase of riches and population in a republic may equally exist, 
and will have exactly the same effects, in a monarchy. That security 
of property, without which there can be no steady and continued exer- 
tion — that freedom of engaging in every different branch of industry, so 
necessary to call the various powers and resources of human talent and 
ingenuity into action — and that economy in the public expenditure, so 
conducive to the accumulation of national wealth — are not the exclu- 
sive attributes of any particular species of government. If free states 
generally made the most rapid advances in wealth and population, it 
is an indirect rather than a direct consequence of their political consti- 
tution. It results more from the greater probability that the right of 
property will be held sacred — that the freedom of industry will be less 
fettered and restricted, — and that the pUblic income will be more 
judiciously levied and expended under a popular government, than 
from the mere circumstance of a greater proportion of the people being 
permitted to exercise political rights and privileges. Give the same 
securities to the subjects of an absolute monarch, and they will make 
the same advances. Industry does not require to be stimulated by ex- 
trinsic advantages. The additional comforts and enjoyments which it 
procures have always been found sufficient to ensure the most perse- 
vering and successful exertions. And whatever may have been the form 
of government, those countries have always advanced in the career of 
improvement, in which the public burdens have been moderate, the 
freedom of industry permitted, and every individual enabled peaceably 
to enjoy the fruits of his labour. It is not, therefore, so much on its 
political organization, as on the talents and spirit of its rulers, that the 
wealth of a country is principally dependent. Economy, moderation, 
and intelligence on the part of those in power, have frequently elevated 
absolute monarchies to a very high degree of opulence and of pros- 
perity ; while, on the other hand, all the advantages derived from a 
more liberal system of government have not been able to preserve free 
states from being impoverished and exhausted by the extravagance, 
intolerance, and short-sighted policy of their rulers. 

The sciences of Politics and of Political Economy are, therefore, 
sufficiently distinct. The politician examines the principles on which 
government is founded : he endeavours to determine in whose hands 
the supreme authority may be most advantageously placed ; and un- 
folds the reciprocal duties and obligations of the governing and governed 
portions of society. The political economist does not take so high a 
flight. It is not of the constitution of the government, but of its acts 
only, that he is called upon to judge. Whatever measures affect the 
production or distribution of wealth, necessarily come within the scope 
of his observation, and are freely canvassed by him. He examines 
whether they are in unison with the just principles of economical 
science. If tbey (?r^, }iq pronounces them to be advantageous, and 
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shows the nature and extent of the benefits of which they will be pro- 
ductive ; if they are noty he shows in what respect they are defective, 
and to what extent their operation will be injurious. But he does this 
without inquiring into the constitution of the government by which 
these measures have been adopted. The circumstance of their having 
emanated from the privy council of an arbitrary monarch, or the repre- 
sentative assembly of a free state, though in other respects of supreme 
importance, cannot affect the immutable principles by which the eco^ 
nomist is to form his opinion upon them. 

Besides being confounded with Politics, Political Economy has 
sometimes being confounded with Statistics ; but they are still more 
easily separated and distinguished. The object of the statistician is to 
describe the condition of a particular country at a particular period ; 
while the object of the political economist is to discover the causes 
which have brought it into that condition, and the means by which its 
wealth and riches may be indefinitely increased. He is to the statisti- 
cian what the physical astronomer is to the mere observer. He takes 
the facts furnished by the researches of the statistician, and after com- 
paring them with those furnished by historians and travellers, he 
applies himself to discover their relation. By a patient induction — by 
carefully observing the circumstances attending the operation of par- 
ticular principles, he discovers the effects of which tl^y are really pro« 
ductive, and how far they are liable to be modified by the operation qf 
other principles. It is thus that the relation between rent and profits- 
between profit and wages, and the various general laws which regulate 
and connect the apparency conflicting, but really harmonious interests 
of every different order in society, have been discovered, and established 
with all the certainty of demonstrative evidence. 



PART II. PRODUCTION OF WEALTH, 

Section I. Definition of Production— L^bow the onfy Source of 

Wealth, 

All the operations of nature and of art are reducible to, and really 
consist of transmutations y — of changes of form and of place. By pro- 
duction, in the science of Political Economy, we are not to understand 
the production of matter, for that is the exclusive attribute of Omni- 
potence, but the production of utility, and consequently of exchange- 
able value, by appropriating and modifying matter already in existence, 
so as to fit it to satisfy our wants, and to contribute to our enjoyments. 
The labour" which is thus employed is the only source of wealtli.* 

* This point has been strongly and atly stated by M. Destutt Tracy—* Non-seulement » 
says he, * nous ne croons jamais rien, mais il nous est m6me impossible de concevoir ce aii*#» 
c'est que crier ou anneantir, si nous entendons ngoureusement par ces mots, /ijVe atJln^^ 
^hpse de rien^ ou reduire quelque chose Arten; q»x nous n avons jamais vu un 6trc quelcop 



40 LABOUR THE SOURCE OF THE WEALTH OF NATIONS, 

Nature spontaneously furnishes the matter of which all commodities 
are made ; but, until labour has been expended in appropriating mat- 
ter, or in adapting it to our use, it is wholly destitute of value, and is 
not, nor ever has been, considered as forming wealth.* Place us on 
the banks of a river, or in an orchard, and we shall infallibly perish, 
either of thirst or hunger, if we do not, by an effort of industry^ raise 
the water to our lips, or pluck the fruit from its parent tree. It is sel- 
dom, however, that the mere appropriation of matter is sufficient In 
the vast majority of cases, labour is required not only to appropriate 
it, but also to convey it from place to place; and to give it that peculiar 
figure and shape, without which it may be totally useless, and incap- 
able of either ministering to our necessities or our comforts. The coal 
used in our fires is buried deep in the bowels of the earth, and is ab- 
solutely worthless until the labour of the miner has extracted it from 
the mine, and brought it into a situation where it can be made use of. 
The stones and mortar of which our houses are built, and the rugged 
and shapeless materials from which the various articles of convenience 
and ornament with which they are furnished have been prepared, were, 
in their original state, alike destitute of value and utility. And of the 
innumerable variety of animal, vegetable, and mineral products which 
forms the materials of our food and clothes, none were originally ser- 
viceable, while many were extremely noxious to man. It is his labour 
that has given them utility, that has subdued their bad qualities, and 
made them satisfy his wants, and minister to his comforts and enjoy- 
ments. * Labour was the first price, the original purchase-money that 
was paid for all things. It was not by gold or by silver, but by labour, 
that all the wealth of the world was originally purchased.' {Wealth of 
Nations^ Murray's Reprints ^ /. i.) 

If we observe the progress, and trace the history of the human race 
in different countries and states of society, we shall find that their 
comfort and happiness have been always very nearly proportioned to 
the power which they possessed of rendering their labour effective in 
appropriating the raw products of nature, and in fitting and adapting 
them to their use. The savage, whose labour is confined to the gather- 
ing of wild fruits, or to the picking up of shellfish on the sea coast, is 
placed at the very bottom of the scale of civilization, and is, in point 

que sortir du n^ant ni y rentrer. De la cet axiome admis par toute Tantiquit^ : rien ne vient 
de rien^ et ne peut redevenir rien. Que faisons-nous done par notre travail, j^ar noire action 
sur toiis les etres qui notis e^itaurent ? Jamais rien, qu'op^rer dans ces etres des changements 
de forme ou de lieu qui les approprient k notre usage, qui les rendent utiles h la satisfaction de 




* The wnter of an article in Quar. Rev., (No. 60, Art. i.) contends that the earth is 9, 
source of wealth, because it supplies us with the matter of commodities. But this, it is ob- 
vious, is just the old error of the Economists reproduced in a somewhat modified shape. It 
would, in truth, be just as correct to say, that the earth is a source of pictures and statues, 
because it supplies the materials made use of by painters and statuaries, as t9 say, thfit it is » 
source of we^th, because it supplies (he matter of commodities. 
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of comfort, decidedly inferior to maiiy of the lower animals. The 
first step in the progress of society is made when man learns to hunt 
wild animals, to feed himself with Uieir flesh, and to clothe himself with 
their skins. But labour, when confined to the chace, is extremely bar- 
ren and unproductive. Tribes of hunters, like beasts of prey, whom 
they are justly said to resemble closely in their habits and modes of 
subsistence, are but thinly scattered over the surface of the countries 
which they occupy ; and notwithstanding the fewness of their numbers, 
any unusual deficiency in the supply of game never fails to reduce 
them to the extremity of want The second step in the progress of 
society is made when the tribes of hunters and fishers learn to supply 
their labour, like the ancient Scythians and modern Tartars, to the 
domestication of wild animals and the rearing of flocks. The subsis- 
tence of herdsmen and shepherds is much less precarious than that of 
hunters, but they are almost entirely destitute of all those comforts and 
elegancies which give to civilised life its chief value. The third and 
most decisive step in the progress of civilization — in the great art of 
producing the necessaries and conveniences of life — is made when the 
wandeiring tribes of hunters and shepherds renounce their migratory 
habits, and become agriculturists and manufacturers. It is then, pro- 
perly speaking, that man, shaking off that indolence which is natural 
to him, begins fully to av^il himself of his productive powers. He 
then becomes laborious, and, by a necessary consequence, his wants 
are then, for the first time, fully supplied, and he acquires an extensive 
command over the articles necessary for his comfort as well as for his 
subsistence. 

The importance of labour in the production of wealth was very 
clearly perceived both by Hobbes and Locke. At the commencement 
of the 24th chapter* of the JLeviathan, published in 165 1, Hobbes says, 
•The nutrition of a commonwealth consisteth in ihe plenty djid. distri- 
bution of materials conducing to life. As for the plenty of matter, 
it is a thing limited by nature to those commodities which, from (the 
two breasts of our common mother) land and sea^ God usually either 
freely giveth, or for labour selleth to mankind. For the matter of 
this nutriment, consisting in animals, vegetables, minerals, God hath 
freely laid them before us, in or near to the Tace of the earth ; so as 
there needeth no more but the labour and industry of receiving them. 
Insomuch that plenty dependeth (next to God's favour) on the labour 
and industry of man' 

But Mr. Locke had a much clearer apprehension of this doctrine. 
In his Essay on Civil Government ^ published in 1689, he has entered 
into a lengthened, discriminating, and able analysis to show that it is 
from labour that the products of the earth derive almost all their value 

* 0/ the Nutrition and Procreation 0/ a CommomvfaUA, 
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* Let any one consider/ says he, ' what the difference is between an 
acre of land planted with tobacco or sugar, sown with wheat or barley, 
and an acre of the same land lying in common, without any husban- 
dry upon it, and he will find that the improvement of labour makes 
the far greater part of the value. I think it will be but a very modest 
computation to say, that of the products of the earth useful to the life 
of man, nine-tentJis are the effects of labour ; nay, if we will rightly 
consider things as they come to our use, and cast up the several ex- 
pences about them, what in them is purely owing to nature, and what 
to labour, we shall find, that in most of them ninety-nine hundredths 
are wholly to be put on the account of labour. 

* There cannot be a clearer demonstration of any thing, than several 
nations of the Americans are of this, who are rich in land, and poor 
in all the comforts of life ; whom nature has furnished as liberally as 
any other people with the materials of plenty ; /. ^. a fruitful soil apt 
to produce in abundance what might serve for food, raiment, and de- 
light ; yet for want of improving it by labour^ have not one hundredth 
part of the conveniences we enjoy ; and the king of a large and fruit- 
ful territory there feeds, lodges, and is worse clad than a day-labourer 
in England. 

* To make this a little clear, let us but trace some of the ordinary 
provisions of life through their several progresses, before they come to 
our use, and see how much of their value they receive from human 
industry, Bread, wine, and cloth, are things of daily use, and great 
plenty ; yet, notwithstanding, acorns, water, and leaves, or skins, must 
be our bread, drink, and clothing, did not labour furnish us with these 
more useful commodities ; for whatever bread is more worth than 
acorns, wine than water, and cloth or silk than leaves, skins, or moss, 
that is solely owing to labour and industry ; the one of these being the 
food and raiment which unassisted nature furnishes us with ; the other 
provisions which our industry and pains prepare for us ; which how 
much they exceed the other in value, when any one hath computed, 
he will then see how much labour makes the far greatest part of the 
value of things we enjoy in this world ; and the ground which produces 
the materials is scarce to be reckoned on as any, or, at most, but a very 
small part of it ; so little, that even amongst us, land that is wholly left 
to nature, that hath no improvement of pasturage, tillage, or planting, 
is called, as indeed it is, waste; and we shall find the benefit of it 
amount to little more than nothing. 

* An acre of land that bears here twenty bushels of wheat, and another 
in America, which, with the same husbandry, would do the like, are, 
without doubt, of the same natural intrinsic value (utility). But yet, 
the benefit mankind receives from the one in a year is worth ;^5, and 
from the other possibly not worth one penny j if all the profits an 
Indian received from it were to be valued and sold here, at least, I 
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may truly say, not -nniii-— 'Tis labour, then, which puts the greatest 
part of value upon land, without which it would scarcely be worth any- 
thing : 'Tis to that we owe the greatest part of its useful products ; for 
all that the straw, bran, bread of that acre of wheat, is more worth than 
the product of an acre of good land, which lies waste, is all the effect 
of labour. For 'tis not merely the ploughman's pains, the reaper's and 
thrasher's toil, and the baker's sweat is to be counted into the bread we 
eat, the labour of those who broke the oxen, who digged and wrought 
the iron and stones, who fitted and framed the timber employed about 
the plough, mill, oven, or any other utensils, which are a vast number, 
requisite to this com, from its being seed to be sown, to its being made 
bread, must all be charged on the account of labour^ and received as 
an effect of that. Nature and the earth furnishing only the almost 
worthless materials as in themselves. — ^T would be a strange catalogue 
of things that industry provided and made use of about every loaf of 
breads before it came to our use, if we could trace them. Iron, wood, 
leather, barks, timber, stone, brick, coals, lime, cloth, dyeing-drugs, 
pitch, tar, masts, ropes, and all the materials made use of in the ship 
that brought away the commodities made use of by any of the workmen, 
to any part of the work ; all which, it would be almost impossible, at 
least too long to reckon up.** 

Had Mr. Locke carried his analysis a little further, he could not 
have failed to perceive that neither water, leaves, skins, nor any of the 
spontaneous productions of nature, have any value^ except what they 
owe to the labour required to appropriate them. The value of water to 
a man placed on the bank of a river depends on the labour necessary to 
raise it from the river to his lips ; and its value, when carried ten or 
twenty miles off, is equally dependent on the labour necessary to con- 
vey it there. All the rude products, and all the productive powers and 
capacities of nature, are gratuitously offered to man. Nature is not 
niggardly or parsimonious. She neither demands nor receives an 
equivalent for her favours. An object which it does not require any 
portion of labour to appropriate or to adapt to our use, may be of the 
very highest utility ; but, as it is the free gift of nature, it is utterly im- 
possible it can be possessed of the smallest value. t 

• Of Civil Gavemmentj Book II. f 40, 41, -f2, and 43. This is a very remarkable pastaee 
It contains a far more distinct and comprehensive statement of the fundamental doctrme that 
labour is the constituent principle of value, than is to be found in any other writer T%r^^\l^^m. *» 
Dr. SnMth,orthanistobcfoundcveninthe»Vtf//A^iVtf^iwM. But Mr. Locke does notieem 
to have been sufficiently aware of the real value 01 the principle he had eluddated and has 
Dot deduced from it any important practical conclusion. On the contrary in his tract on 
RaistHgike Value 0/ hfoney, published in 1691. he lays it down broadly that all taxes howso- 
cv«- imposed, must ulrimatdy/fl/^ «» '*f ^T ' .?5'.? ** P^"' ^ ^^* cooristently 

with the above pnnaple, to have shown that they would fall not exclusively on the produce 
of land, but generally 00 produce qfmdustry, or on all species of commodities. 

X T,t_i._ «_.„, .-^-:_^ ..... opinion, respecting the source of wealth. In hU 




were mjt wrong to suppose land itself to be 

^ , . , IS not nnt to be considered, as that which 

constitute* weakfa, which makes even land and silver to be wealth. «*« yV»r oC wfaidi waudS 
have any Tahie, but as means and noCiTCS to iadostry? Tt **'*^ 
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* Si je retranche/ to use a striking illustration of this doctrine given 
by M. Canard, * de ma montre, par la pens^, tous les travaux qui lui 
ont €\iL successivement appliqudes, il ne restera que quelques grains de 
min^rai plac^es dans Tinterieur de la terre d'ou on les a tirds, et ou ils 
n'ont acune valeur, De meme si je decompose le pain que je mange, 
et que j*en retranche successivement tous les travaux successifs qu'il a 
regus, il ne restera que quelques tiges dlierbes gramin^s, eparses dans 
des deserts incultes, et sans aucune valeur.' Principes cTEconomie 
Politique, p. 6. 

It is to labour, therefore, and to labour only, that man owes every 
thing possessed of exchangeable value. Labour is the talisman that 
has raised him from the condition of the savage — that has changed 
the desert and the forest into cultivated fields — that has covered the 
earth with cities and the ocean with ships — that has given us plenty, 
comfort, and elegance, instead of want, misery, and barbarism. 

This fundamental principle once established, it necessarily follows, 
that the great practical problem involved in that part of the science of 
Political Economy which treats oixht firoduction of wealth, must resolve 
itself into a discussion of the means whereby labour may be rendered 
most efficient, or whereby the greatest amount of necessary, useful, and 
desirable products may be obtained with the least possible quantity of 
labour. Every measure that has any tendency to add to the power of 
labour, or to reduce the cost of the commodities produced by its agency, 
must add proportionally to our power of obtaining wealth and riches ; 
while every measure or regulation that has any tendency to waste 
labour, or to raise the col J of producing commodities, must equally 
lessen this power. This, then, is the simple and decisive test by which 
we are to judge of the expediency of every measure affecting the wealth 
of the country, and of the value of every invention. If they render 
labour more productive — if they have a tendency to reduce the ex- 
changeable value of commodities, to render them more easily obtain- 
able, and to. bring them within the command of a greater portion of 
society, they must be advantageous ; but if their tendency be different 
they must as certainly be disadvantageous. Considered in this point 
of view, that great branch of the science of Political Economy which 
treats of the production of wealth, will be found to be abundantly 
simple, and easily understood. 

* Whether, in the wastes of America, a man might not possess twenty miles square of land, 
and yet want his dinner, or a coat to his back.'— ()w<?rM/, Numbers 38 and 39. 

M. Say appears to think {Discours Preliniinaire, p. 37.) that Galiani was the Jirsi who 
showed in his treatise De//a Moneta, published in 1750, that labour was the only source of 
wea-lth. But the passages now laid befofe the reader prove the erroneousness of this opinion. 
Oaliani has entered into no analysis or argument to prove the correctness of his statement; 
and as it appears from other parts of his work, that he was well acquainted with Locke's 
Jracts on Money, a suspicioh naturally arises that he had seen the Essay on Civil Govcrti- 
inent, and that he was really indebted to it for a knowledge of this principle. This suspicion 
derives strength from the circumstance of Galiani being still less aware than Locke of the 
value of the discovery.— Sec Trattato Delia Moncta^ p. 39, ediz. 1780. 
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Labour, according as it is applied to the raising of raw produce — to 
the fashioning of that raw produce, when raised, into articles of utility, 
convenience or ornament— or to the conveyance of raw and- wrought 
produce from one country and place to another — is said to be agricul- 
tural, manufacturing, or commercial An acquaintance with the par- 
ticular processes, and most advantageous methods, of applying labour 
in each of these grand departments of industry, forms the peculiar and 
appropriate study of the agriculturist, manufacturer, and merchant. It 
is not consistent with the objects of the political economist to enter 
into the details of particular businesses and professions. He confines 
himself to an investigation of the means by which labour in general 
may be rendered most productive, and how its powers may be increased 
in all the departments of industry. 



Section II. — Means dy which the Productive Powers of Labour are 
increased, — i. Security of Property, — 2. Division of Employments 
among Individuals, — 3. Accumulation and Employment of Capital, 
— 4. Division of Employments among Different Countries^ or 
Commerce, — Money, 

The most careless and inattentive observer of the progress of man- 
kind from poverty to affluence must have early perceived that there 
are three circumstances, without whose conjoint existence and co- 
operation they could never have emerged from barbarism. The firsts 
and most indispensable, is the security of property, or a lively and well 
founded conviction in the mind of every individual that he will be 
allowed to dispose at pleasure of the fruits of his labour. The secotid 
is the introduction of exchange or barter, and the consequent appropria- 
tion of particular individuals to particular employn^ents. And the 
third is the accumulation and employment of the produce of previous 
labour, or, as it is more commonly termed, of capital, or stock. All 
the improvements that have ever been made, or that ever can be made, 
in the great art of producing the necessaries, comforts, and conve- 
niences of human ifie, must be classed under some one or other of 
these three heads. It is, therefore, indispensable that principles, so 
important, and which He at the very bottom of the science, should be 
well understood. 

I. SECURITY' OF Property.— Security of property is the first and 
most indispensable requisite to the production of wealth, Its utility 
in this respect is, indeed, so obvious and striking, that it has been 
more or less respected in every country, and in the earliest and rudest 
periods of society. All have been impressed with the reasonableness 
of the maxim which teaches that those who sow ought to be permitted 
to reap — that the labour of a man's body and the work of his hands 
are to be considered as exclusively his own. No savage horde has ever 
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been discovered in which the principle of nteum and tuum was not 
recognized. Nothing, it is plain, could ever tempt any one to engage 
in any laborious employment — he would neither domesticate wild 
animals, nor clear and cultivate the ground, if, after months and years 
of toil, when his flocks had become numerous, and his harvests were 
ripening for the sickle, a stranger were to be allowed to rob him of the 
produce of his industry. No wonder, therefore, that the utility of some 
general regulations, which should secure to evefy individual the peace- 
able enjoyment of the produce he had raised, and of the ground he 
had cultivated and improved, suggested itself to the first legislators. 
The author of the book of Job places those who removed their neigh- 
bour's land-marks at the head of his list of wicked men ; and some of 
the earliest profane legislators subjected those who were guilty of this 
offence to a capital punishment.* 

Dr. Paley has said that the law of the land is the real foundation 
of the right of property. But the obvious utility of securing to each 
individual the produce which has been raised by his industry, has un- 
doubtedly formed the irresistible reason which has induced every 
people emerging from barbarism to establish this right. It is, in truth, 
the foundation on which almost all the other institutions of society rest ; 
and Cicero has not scrupled to affirm, that it was chiefly for the pro- 
tection of property that civil government was instituted. — Hanc enim 
ob causam maxime^ ut sua tuerentur^ respublicce civitatesque, consti- 
tutes sunt. Nam etsi duce natures^ congregabantur homines^ tamen 
spe custodies rerum suarum, urbium prcBsidia qucerebant, (De Officiis, 
Lib, a, cap, 21.^ Until property had been publicly guaranteed, men 
must have looked on each other as enemies rather than as friends. 
The idle and improvident are always desirous of seizing on the earnings 
of the laborious and frugal ; and, if they were not restrained by the 
strong arm of 4he law — if they were permitted to prosecute their 
attacks — they would, by generating a feeling of insecurity, effectually 
check both industry and accumulation, and sink all classes to the 
same level of hopeless misery as themselves. The security of property 
is even more necessary to accumulation than to production. No man 
ever did or ever will deny himself an immediate gratification when it is 
within his power, unless he thinks, that, by doing so, he has a fair 
prospect of obtaining a greater accession of comforts and enjoyments, 
or of avoiding a greater evil at some future period. Where the right 
of property is vigilantly protected, an industrious man, who produces 
as much by one day's labour as is sufficient to maintain him two days, 
does not lie idle the second day, but accumulates the surplus produce 
above his wants as a capital ; the increased consequence and enjoy- 
ments which the possession of capital brings along with it, being, in 

• Goguct, De rOrigine des Loix^ ^c, Tom. I. p. 30. 4to ed. 
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the great majority of cases, more than sufficient to counterbalance the 
desire of immediate gratification. But, wherever property is insecure, 
we look in vain for the operation of the principle of accumulation. ' It 
is plainly better for us,' is then the invariable language of the people, 
' to enjoy while it is in our power, than to accumulate property which 
we shall not be permitted to use, and which will either expose us to 
the extortion of a rapacious government, or to the unrestrained depre- 
dations of those who exist only by the plunder of their more industrious 
neighbours.' 

But the security of property is not violated merely wlicn a man is 
deprived of the power of peaceably enjoying the fruits of his industry ; 

is also violated, and perhaps in a still more glaring and unjustifiable 
manner, when he is prevented from using the powers with which 
nature has endowed him, in any way, not injurious to others, that he 
considers most beneficial to himself. Of aU the species of property 
which a man can possess, the faculties of his mind and tJu powers of 
his body are most particularly his own. He ought, therefore, to be 
permitted to enjoy, that is, to use or exert these powers at his dis- 
cretion. And hence the right of property is as much, or more infringed 
upon, when a man is interdicted from engaging in a particular branch 
of business, as it is when he is forcibly bereft of the property he has 
produced and accumulated Every monopoly which gives to a few 
individuals the exclusive power of carrying on certain branches of 
industry, is thus, in fact, established in direct violation of the property 
of all other individuals. It prevents them from using their natural 
capacities or powers in the manner which they might have considered 
best ; and, as every man who is not a slave is held, and justly held, to 
be the best, and indeed, the only judge of what is advantageous for 
himself, the principles of natural law and the right of property are both 
subverted when he is excluded from any employment In like man- 
ner, the right of property is violated whenever any regulation is made 
to force an individual to employ his labour or capital in a particular 
way. The property of a landlord is violated when he is compelled to 
adopt any system of cultivation, even supposing it to be really prefer- 
able to that which he was previously following : the property of the 
capitalist is violated when he is obliged to accept a particular rate of 
interest for his stock ; and the property of the labourer is violated 
whenever he is obliged to employ himself in any particular occupation. 
The finest soil, the finest climate, and the finest intellectual powers, 
can prevent no people from becoming barbarous, poor, and miserable, 
if they have the misfortune to be subjected to a government which 
does not respect and maintain the right of property. This is the great- 
est of all calamities. The ravages of civil war, of pestilence, and of 
famine, may be repaired ; but nothing can enable a nation to contend 
Against the deadly influence of an established system of violence and 
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rapine. It is the want of security — the 'want of any lively and well- 
founded expectation among the inhabitants of their being permitted 
freely to dispose of the fruits of their industry, that is the principal 
Cause of the wretched state of the Ottoman dominions, as it was of the 
decline of industry and arts in Europe during the middle ages. When 
the Turkish conquerors overran those fertile and beautiful countries in 
which, to the disgrace of the other European powers, they are still per- 
mitted to encamp, they parcelled them among their followers, on con- 
dition of their performing certain military services, on a plan corres- 
ponding, in many important particulars, to the feudal system of our 
ancestors. But none of these possessions, except those which have 
been assigned to the church, is hereditary. They all revert, on the 
death of the present possessors, to the Sultan, the sole proprietor of 
all the immovable property in the empire. The occupiers of land in 
Turkey, having, in consequence of this vicious system, no security that 
their possessions will be allowed to descend, on their death, to their 
children or legatees, are comparatively careless of futurity ; and as no 
one can feel any interest in the fate of an unknown successor, no one 
ever executes any improvement of which he does not expect to be able 
to reap all the advantage during his own life. This is the cause why 
the Turks are so extremely careless about their houses. They never 
construct them of solid or durable materials. And it would be a grati- 
fication to them to be assured that they would fall to pieces the mo- 
ment they had breathed their last. Under this miserable government 
the palaces have been changed into cottages, and the cities into vil- 
lages. The long continued want of security has extinguished the very 
spirit of industry, and destroyed not only the power, but even the de- 
sire to emerge from barbarism.* 

Had it been possible for arbitrary power to profit by the lessons of 
experience, it must long since have perceived that its own wealth, as 
well as the wealth of its subjects, would be most effectually promoted 
by maintaining the inviolabihty of property. Were the Turkish go- 
vernment to establish a vigilant system of police — to secure to each 
individual the unrestricted power of disposing of the fruits of his labour 
— and to substitute a regular plan of taxation in place of the present 
odious system of extortion and tyranny, industry would revive, capital 
and population would be augmented, and moderate duties, imposed on 
a few articles in general demand, would bring a much larger sum into 
the coffers of the treasury than all that is now obtained by force and 
violence. The stated public burdens to which the Turks are subjected 

* Thornton's Account of tJie Turkish Empire^ v. ii. p. 63. * The Turks,' says Denon, * ba- 
tlssent le moins qu'ils pcuvent ; ils ne reparent jamais rien : un mur menace ruine, ils I'etaient ; 
il s'eboule, ce sent quelques chambres de moins dans la maison ; ils s'arrangent a cot6 des 
decombres : I'edifice tombe enfin, ils en abandonnent le sol, ou, s'ils sont obliges d'en deblayer 
Templacement, lis n'emportent le platras que le moins loin qu'ils peuveat. — Denon, torn. i. 
P. 193- 



M^CULLOClfS PRINCIPLES OP POLITICAL ECONOMY, 49 

are light when compared with those imposed on the English, the Hol- 
landers, or the French. But the latter know that when they have paid 
the taxes due to government, they will be permitted peaceably to enjoy 
or to accumulate the remainder of their earnings ; whereas the Turk 
has no security but that the next moment after he has paid his stated 
contribution, the Pacha, or one of his satellites, may strip him of every 
additional farthing he possesses ! Security is the foundation— the prin- 
cipal element in every well digested system of finance. When main- 
tained inviolate, it enables a coimtry to support^ without much diffi- 
culty, a very heavy load of .taxes ; but where there is no security — 
where property is a prey to rapine and spoliation — ^to the attacks of 
the needy, the powerful, or the profligate — the smallest burdens are 
justly regarded as oppressive, and unifonnly exceed the means of the 
impoverished and spiritless inhabitant 

Mr. Brydone states, that it was customary for those intelligent Sici- 
lians, with whom he had any conversation respecting the natural riches 
of their celebrated island, and its capacity of improvement, to observe, 
— * Yes, if these were displayed, you would have reason, indeed, to 
speak of them. Take a look of these mountains, they contain rich 
veins of every metal, and many of the Roman mines still remain. But 
to what end should we explore them "i Itis not we that should reap the 
profit. Nay, a discovery of any thing very rich might possibly prove 
the ruin of its -possessor. No, in our present situation, the hidden 
treasures of the island must ever remain a profound secret Were we 
happy enough to enjoy the blessings of your constitution, you might 
call us rich, indeed. Many hidden doors of opulence would then be 
opened, which now are not even thought of, and we should soon re- 
assume our ancient name and consequence.' [Tour in Sicily and 
Malta, p. 381.) 

The Jews have been supposed to afford an instance of a people, 
whose property has been long exposed to an almost uninterrupted 
series of attacks, and who have, notwithstanding, c(Mitinued to be rich 
and industrious. But when rightly examined, it will be found that the 
case of the Jews forms no exception to the general rule. The absurd 
prejudices with which the Jews have been almost universally regarded, 
had long the effect to prevent their acquiring any property in land, and 
have excluded them from participating in the funds of Uie charitable 
institutions of the different countries among which they are scattered. 
Having, therefore, no adventitious support on which to depend, in the 
event of their becoming infirm or destitute, they had a powerful addi- 
tional motive to save and accumulate ; and being excluded fi-om agri- 
culture, they were of necessity compelled to addict themselves to com- 
merce and the arts. In an age when the mercantile profession was 
generally looked upon as mean and sordid, and when, of course, they 
had comparatively little competition, they must have made consider* 

4 
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able profits ; but these have been very greatly exaggerated. It was 
natural that those who were indebted to the Jews should represent their 
gains as enormous ; for this inflamed the existing prejudices against 
them, and afforded a miserable pretext for defrauding them of their 
just claims. There are a few rich Jews in most of the large cities of 
Europe ; but the majority of that race have ever been, and still are, as 
poor as their neighbours. 

Let us not, therefore, deceive ourselves by supposing that it is pos- 
sible for any people to emerge from barbarism, or to become wealthy, 
prosperous, and civilized, without the security of property. Security is 
indispensably necessary to the successful exertion of the powers of 
industry. Where it is wanting, it is idle to expect either riches or 
civilization.* 

Rousseau and som§ other sentimental writers have made an objec- 
tion to the institution of the right of property, which has been, in some 
measure, sanctioned by the Marquis Beccaria, and the Abb^ Mably.t 
They allow that the security of property is disadvantageous for those 
who possess it ; but they contend that it is advantageous for those who 
are poor and destitute. It has condemned, they affirm, the greater 
portion of mankind to a state of misery, and has provided for the exal- 
tation of the few by the depression of the many ! The sophistry of 
this reasoning is so apparent, as hardly to require to be pointed out. 
The right of property has not made poverty^ but it has made wealth. 
Previously to the institution of this right, those nations which are now 
most civilised, were sunk to the same level of wretchedness and misery 
as the savages of New Holland and Kamtschatska. All classes have 
been benefited by the change ; and it is mere error and delusion to 
suppose that the rich have been benefited at the expense of the poor. 
The institution of the right of property gives no advantage to any one 
man over any other man. It deals out justice impartially to all It 
does not say, labour, and I shall reward you ; but it says, ' labour^ and 
I shall take care that none shall be permitted to rob you of the produce 
of your exertions^ The institution of the right of property has not 
made all men rich, because it could not make all men fortunate, frugal, 
and industrious. But it has done more than all the other institutions 
of society put together to produce this effect. It is not, as it has been 
sometimes ignorantly or knavishly represented, a bulwark thrown up 

* ' Ce n'est que la ou les propriet^s sont assures, ou Temploi des capitaux est abandonn^ au 
choix de ceux qui les possedent ; ce n'est que la dis-je, que les particuliers seront encouragds 
k se soumettre aux privations les plus dures pour compenser par leurs ^pargnes les retards que 
la profusion du govemement pent apporter aux progres de la richesse national. Si I'Angleterre, 
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except4.' (Storch, Cours d'Economte Politique, v. i. p. 260.) 

t Speaking of theft, Beccaria calls it, ' II delitto di ^uella infelice parte di uomini, a cui 
U dirttto di propriety (terribile, e forse non fiecessarw diritto}^ non ha lasciato, cm una 
nuda essistewiaS—DeiDelittie aellePene § 22. 
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to protect and secure the property of a few favourites of fortune. It 
is a rampart raised by society against its common enemies — against 
rapine and violence, plunder and oppression. Without its protection, 
the rich man would become poor, and the poor man would never be 
able to become rich — all would sink to the same bottomless abyss of 
barbarism and poverty. ' It is the security of property,' to uso the 
just and forcible expressions of an able writer, *that has overcome the 
natural aversion of man from labour, that has given him the empire of 
the earth, that has given him a fixed and permanent residence, that 
has implanted in his breast the love of his country and of posterity. 
To enjoy immediately — to enjoy without labour, is the natural inclina- 
tion of every man. This inclination must be restrained ; for its ol> 
vious tendency is to arm all those who have nothing against those who 
have something. The law which restrains this inclination, and which 
secures to the humblest individual the quiet enjoyment of the fruits of 
his industry, is the most splendid achievement of legislative wisdom — 
the noblest triumph of which humanity has to boast.' (Bentham, 
Traits de Legislation^ v. ii. p. 37.) 

II. Division of Employments among Individuals.— The divi- 
sion of employments can only be imperfectly established in rude socie- 
ties, and thinly-peopled countries. But in every state of society — in 
the rudest, as well as in the most improved-^ we can trace the opera- 
tion and effects of this principle. The various talents and propensi- 
ties with which men are endowed, fit them for different occupations ; 
and a regard to mutual interest and convenience naturally leads themj 
at a very early period, to establish a system of barter and a separation 
of employments. Each individual finds that he can obtain a greater 
quantity of all sorts of commodities by devoting himself to some par- 
ticular business, and exchanging his surplus produce for such parts of 
the produce of other people's labour as he may have occasion for and 
they may be disposed to part with, than if he had attempted directly 
to produce all the articles which he consumes. AS society advances, 
the division of emplojonents becomes more and more extended. One 
man becomes a tanner, or dresser of skins ; another, a shoemaker ; a 
third, a weaver ; a fourth, a house-carpenter ; a fifth, a smith, and so 
on : and each endeavours to cultivate and bring to perfection whatever 
talent or genius he may possess for the species of industry in which he 
is engaged. The wealth and comforts of all classes are, in conse- 
quence, prodigiously augmented. In a country where the division of 
labour has been carried to a considerable extent, agriculturists are not 
obliged to spend their time in clumsy attempts to manufacture their 
own produce ; and manufacturers cease to interest themselves about 
the raising of corn and the fattening of cattle. The facility of ex- 
changing is the vivifying principle of industry. It stimulates agricul- 
turists to adopt the best system of cultivation and to raise the largest 

4—2 
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crops, because it enables them to exchange whatever portion of the 
produce of their lands exceeds their own wants for other commodities 
contributing to their comforts and enjoyments ; and it equally stimu- 
lates manufacturers and artists to increase the quantity and to improve 
the quality of their goods, that they may thereby be enabled to obtain 
a greater supply of raw produce. A spirit of industry is thus univer- 
sally diffused ; and that apathy and languor, which is characteristic of 
a rude state of society, entirely disappears. 

But it is not the mere facility of exchanging, or the circumstance of 
being able to barter the surplus produce of our own labour for 
such parts of the surplus produce of other people's labour, as we 
may be desirous of obtaining and they may choose to part with, 
that renders the separation of employments of the greatest advantage. 
The introduction of barter and the division of labour not only enables 
each individual to addict himself in preference to those departments 
which suit his taste atnd disposition, but- it also makes a very large ad- 
dition to the efficacy of his powers, and enables him to produce a 
much greater quantity of commodities than he could have done had 
he engaged indiscriminately in different employments. Dr. Smith, 
who has treated this subject in the most masterly manner, has classed 
the circumstances which conspire to increase the productive powers of 
industry, when labour is divided, under the following heads : — I. The 
increase of the skill and dexterity of each workman ; II. The saving 
of time, which is commonly lost in passing from one employment to 
another ; and. III. The circumstance of the division of employments 
having a tendency to facilitate the invention of machines and pro- 
cesses for abridging and saving labour. A few observations on each 
of these heads are subjoined. 

I. With respect to the improvement of the skill and dexterity of the 
labourer :—lt is sufficiently plain, that when a person's whole atten- 
tion is devoted to one branch of business, when all the energies of his 
mind and the powers of his body are made to converge, as it were, to 
a single point, he must attain to a degree of proficiency in that par- 
ticular branch, to which no individual engaged in a vaiiety of occupa- 
tions can be expected to reach. A pecuHar play of the muscles, or 
sleight of handy is necessary to perform the simplest operation in the 
best and most expeditious manner ; and this can only be acquired by 
habitual and constant practice. Dr. Smith has given a striking ex- 
ample, in the case of the nail-manufacturer, of the extreme difference 
between training a workman to the precise occupation in which he is 
to be employed, and training him to a similar and closely allied occu- 
pation. *A conmion smith,' says he, 'who, though accustomed to 
handle the hammer, has never been used to make nails, if, upon some 
particular occasion, he is obliged to attempt it, will scarce, I am assured, 
be able to make above two or three hundred nails in a day, and those 
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very bad ones. A smith who has been accustomed to make nails, but 
whose sole or principal business has not been that of a nailer, can sel- 
dom, with his utmost diligence, make more than eight hundred or a 
thousand nails in a day. But I have seen several boys under twenty 
years of age, who had never exercised any other trade but that of 
making nails, who, when they exerted themselves, could make, each of 
them, upwards of two thousand three hundred nails in a dayj^ ( Wealth 
of Nations, p. 22.,) or nearly three times the number of the smith 
who had been accustomed to make them, but who was not entirely de- 
voted to that particular business ! 

II. The effect of the division of labour in preventing that waste of 
time in moving from one employment to another, which must always 
take place when an individual is engaged in different occupations, is 
even more obvious than the advantage derived from the improvement 
of the skill and dexterity of the labourer. When the same individual 
carries on different employments, in different and perhaps distant 
places, and with different sets of tools, it is plainly impossible he can 
avoid losing a considerable portion of time in passing between them. 
If the different businesses in which a labourer is to be engaged could 
be carried on in the same workshop, the loss of time would be less, but 
even in that case it would be considerable. 'A man,' as Dr. Smith 
has justly observed, 'commonly saunters a little in changing from one 
business to another. When he first begins his work, he is seldom keen 
or hearty ; his mind is said not to go along with it, and for some time 
he rather trifles than applies himself in good earnest. The habit of 
sauntering and of indolent and careless application, which is naturally, 
or rather necessarily acquired by every country workman, who is ob- 
liged to change his work and his tools every half hour, and to apply 
his hand in working different ways almost every day of his life, renders 
him almost always slothful and lazy, and incapable of any vigorous 
application, even on the most pressing occasion. Independent, there- 
fore, of his deficiency in point of dexterity, this cause alone must al- 
ways reduce considerably the quantity of work which he is capable of 
performing.' ( Wealth of Nations, p. 23.) 

III. With regard to the effect of the division of employments in facili- 
tating the invention of machines, and processes for abridging and saving 
labour, it is obvious that those engaged in any branch of industry must 
be more likely to discover easier and readier methods for carrying it 
on, when the whole attention of their minds is devoted exclusively to 
ijt, than if it were dissipated among a variety of objects. But it is a 
mistake to suppose, as has been sometimes done, that it is the inven- 
tive genius of workmen and artificers only that is whetted and improved 
by the division of labour. As society advances, the study of particular 
branches of science, and of philosophy, becomes the principal or sole 
occupation of the most ingenious men. Chemistry becomes a distinct 



54 Divisioif Of labour givms aid to industry. 

science from natural philosophy; the physical astronomer separates 
himself from the astronomical observer, the political economist from 
the politician, and each meditating exclusively, or principally, on his 
peculiar department of science, attains to a degree of proficiency and 
expertness in it to which the general scholar seldom or never reaches. 
And hence, in labouring to promote our own ends, we all necessarily 
adopt that precise course which is most advantageous to all. Like the 
different parts of a well- constructed engine, the inhabitants of a civil- 
ized country are all mutually dependent on, and connected with each 
other. Without any previous concert, and obeying only the powerful 
and steady impulse of self-interist, they universally conspire to the 
same great end ; and contribute, each in his respective sphere, to fur- 
nish the greatest possible supply of necessaries, luxuries, conveniences, 
and enjoyments. 

But it is necessary to observe, that the advantages derived from the 
division of labour, though they may be, and in fact are, partially en- 
joyed in every country and state of society, can only be carried to their 
full extent, where there is a great power of exchanging, or an extensive 
market There are an infinite variety of employments which cannot 
be separately carried on out of the precincts of a large city ; and, in all 
cases, the division becomes more perfect, according as the demand for 
the produce is extended. It is stated by Dr. Smith that ten labourers 
employed in different departments in a pin manufactory can produce 
48,000 pins a day ; but it is evident that if the demand was not suffi- 
ciently extensive to take off this quantity, ten men could not be con- 
stantly employed in the pin-making business ; and the division of em- 
ployments could not, of course, be carried so far. The same principle 
holds universally. A cotton mill could not be constructed in a small 
country which had no intercourse with its. neighbours. The demand 
and competition of Europe and America have been necessary to carry 
the manufactures of Glasgow, Manchester, and Birmingham, to their 
present state of improvement. 

The effect of the division of labour in increasing the quantity and 
perfection of the products of industry had been noticed by several of 
the writers who preceded Dr. Smith, and especially by Mr. Harris and 
M. Turgot. But neither of these writers did what Dr. Smith has done. 
None of them has fully traced its operation, or shown that the power 
of engaging in different employments depends on the power of ex- 
changing; and that, consequently, the advantages derived from the 
division of labour are necessarily dependent upon, and regulated by, 
the extent of the market. This is a principle of very great importance, 
and by establishing it Dr. Smith shed a new light on the whole science, 
and laid the foundation of many important practical conclusions. * Pr€- 
senl^e de cette mani^re,' says M. Storch, ' I'id^e de la division du tra- 
vail etoit absolument neuve ; et Teffet qu'elle a fait sur les contempo- 
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rains de Smith, prouve bien qu'elle Petaitr^ellement pour eox. Telle 
qu'elle se trouve indiqu^ dails les passages que je viens de citer, elle 
n'a fait aucune impression. Developp^ par Smith, cette id^e a d'abord 
saisi tous ses lecteurs ; tous en ont senti la verit^ et Pimportance ; et 
cela sufit pour lui en assurer tout rhonneur, lors m^me que son genie 
eut dt^ guidd par les indications de ses devanciers.' (V. iv. p. 9.) 

III. Accumulation and Employment op Capital. — The capi- 
tal of a country may be defined to be that portion of the produce of tn- 
dustry existing in it^ which can be made directly available^ etthet 
to the support of human existence, or to the facilitating of produC" 
tion. This definition differs fvom that given by Dr. Smith, and which 
has been adopted by most other economists. The whole produce ot 
industry belonging to a country is said to form its stock; and its capi* 
tal is supposed to consist of that portion only of its stock which is em-* 
ployed in the view of producing some species of commodities : the 
other portion of the stock of a country, or that which is employed to 
maintain its inhabitants, without any immediate view to production, 
has been denominated its revenue, and is not supposed to contribute 
anything to the increase of its wealth. These distinctions seem to rest 
on no good foundation. Portions of stock employed without any im- 
mediate view to production are often by far the most productive. The 
stock, for example, that Arkwright and Watt employed in their own 
consumption, and without which they could not have subsisted, was 
laid out as revenue; and yet it is quite certain that it contributed in- 
finitely more to increase their own wealth, as well as that of the coun- 
try, than any equal quantity of stock expended on the artisans in their 
service. It is always extremely difficult to say when any portion of 
stock is, or is not, productively employed ; and any definition of capi- 
tal which involves the determination of this point, can serve only to 
embarrass and obscure a subject that is otherwise abundantly simple. 
In our view of the matter, it is enough to constitute an article capital, 
if it can either directly contribute to the support of man, or assist him 
in appropriating or producing commodities. It may not, it is true, be 
employed for either of these purposes ; but the question with respect 
to the mode of employing an article ought certainly to be held to be^ 
what it obviously is, perfectly distinct from the question, whether that 
article is capital. For, anything that we can a priori know to the con- 
trary, a horse yoked to a gentleman's coach may be just as productively 
employed as if he were yoked to a brewer's dray ; though it is quite 
plain that, whatever difference may really obtain in the two cases, the 
identity of the horse is not affected — ^he is equally possessed, in the one 
case as in the other, of the capacity to assist in production ; and, so 
long as he possesses that capacity, he ought to be viewed, indepen- 
dently of all other considerations, as a portion of the capital of the 
country. 
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It is evident, on the slightest reflection, that the possession and em< 
ployment of capital are indispensable to the successful prosecution of 
almost every species of industry. Without it no sort of labour could 
be undertaken which did not promise an almost immediate return, 
and which might not be carried on by the hand only. Capital comprises 
all the food and other articles applicable to the subsistence of man, 
and it also comprises all the lower animals, and all the instruments 
and machines, which either are or may be made to assist in production. 
The former species has been denominated circulating^ the ^aXXj&c fixed 
capital. Now, it is quite obvious, that it is by the amount of the cir- 
culating capital of a country, or of the food and other articles applic- 
able to the subsistence of man, in its possession at any given period, 
that its power to support population must be measured ; and it is also 
obvious, that the productiveness of its industry must very much depend 
on the efficacy of the fixed capital, or of the tools and engines used in 
facilitating production. The possession and employment of both these 
descriptions of capital are equally essential ; and it is only by their 
conjoined operation that wealth can be largely produced, and univer- 
sally diffused. An agriculturalist might have an ample supply of 
carts and ploughs, of oxen and horses, and generally of all the instru- 
ments and animals used in his department of industry, but if he were 
destitute of circuMing csipital, or of food and clothes, he would not be 
able to avail himself of their assistance, and instead of tilling the 
ground, would have to" resort immediately to some species of appro- 
priative industry : and, on the other hand, supposing the agricul- 
turalist to be abundantly supplied with provisions, what could he do 
without the assistance affixed capital or tools ? What could the most 
skilful husbandman perform if he were deprived of his spade and his 
plough ? — a weaver if he were deprived of his loom ? — a carpenter if he 
were deprived of his saw, his hatchet, or his planes ? 

The division of labour is a consequence of the previous accumula- 
tion of capital. Before labour can be divided, * a stock of goods of 
different kinds must be stored up somewhere, sufficient to maintain 
the labourer, and to supply him with the materials and tools for carry- 
ing on his work. A weaver, for example, could not apply himself 
entirely to his peculiar business, unless there was beforehand stored 
up somewhere, either in his own possession, or in that of some other 
person, a stock sufficient for*his maintenance, and for supplying him 
with the materials and implements required to carry on his work, till 
he has not only completed but sold his web. This accumulation must 
evidently be previous to his applying himself for so long a time to a 
peculiar business.' (Wealth of Nations, p. 228.) 

As the accumulation of capital must have preceded the division of 
labour, so its subsequent division can only be extended as capital is 
more and more accumulated. Accumulation and division act and 
react on each other. The quantity of raw materials which the same 
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number of people can work up increases in a great proportion, as 
labour comes to be more and more subdivided; and according as 
the operations of each workman are reduced to a greater degree of 
identity and simplicity, he has, as already explained, a greater chance 
of discovering machines and processes for facilitating and abridging 
his labour. The quantity of industry, therefore, not only increases in 
every country with the increase of the stock or capital which sets it in 
motion ; but, in consequence of this increase, the division of labour 
becomes extended, new and more powerful implements and machines 
are invented, and the same quantity of labour is thus made to produce 
an infinitely greater quantity of commodities. 

Besides enabling labour to be divided, capital contributes to facili- 
tate labour and produce wealth in the three following ways : 

I. — It enables us to execute work that could not be executed, or to 
produce commodities that could not be produced without it. 

11. — It saves labour in the production of almost every species of 
commodities. 

III. — It enables us to execute work better, as well as more ex- 
peditiously. 

I. — With regard to the first of these modes in which we are benefited 
by the employment of capital, or to the circumstance of its enabling us 
to produce commodities that could not be produced without it^ it is 
plain, -as already observed, that the » production of all such com- 
modities as require a considerable period for their completion, could 
not be attempted unless a stock of circulating capital, or of food and 
clothes sufficient for the maintenance of the labourer while employed 
on them, was previously provided. But the employment of fixed i^ 
frequently as necessary to the production of commodities as the em- 
ployment of circulating capital. It would, for example, be quite im- 
possible to produce a pair of stockings without the aid of wires ; and, 
although the ground might be cultivated without the aid Of a plough, it 
could not be cultivated without the aid of a spade or a hoe. If we run 
over the vast catalogue of the various arts practised in a highly polished 
and civilized country, it will be found that there are very few that can 
be carried on by the piere employment of the fingers or rude tools 
with which man is furnished by nature. It is almost always necessary 
to provide ourselves with the results of previous industry, and to 
strengthen our feeble hands by arming them, if we may so speak, * with 
the force of all the elements.' 

II. — The employment of capital not only'enables us to produce many 
species of conmaodities that never could have been produced with- 
out its co-operation, but. it also enables us to save labour in the 
production of many others^ and, by lowering their price, brings 
them within the reach of a far greater number of consumers. 
We have been so long accustomed to make use of the productive 
services of the most powerful machines, that it req^uires a consid- 
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erabl^ effort df abstraction to render ourselves fully aware of the 
advantages we derive from them. But if we compare the state of 
the arts practised alike by civilized man and the savage, we cannot 
fail to be convinced that it is to the employment of fixed capital that 
we owe a very large proportion of our superior comforts and enjoy- 
ments. Consider the advantages which man has derived from the 
employment of the lower animals, which, in an economical point of 
view, are to be regarded Only as machines 1 Consider the advantages 
that have been derived from the formation of roads, bridges, harbours, 
and canals — the effect they have had in facilitating the conveyance of 
commodities, and consequently in distributing them most advan- 
tageously, and in reducing their price to the consumer I Consider the 
advantages that have been derived from the construction of ships, 
and the improvement of navigation ! — But it is in vain to attempt even 
to glance at the numberless benefits which the employment of fixed 
dapital has conferred on society, by cheapening and multiplying neces- 
saries, conveniences, and luxuries. It is by its means that our fields 
are cultivated, our houses constructed, our clothes manufactured, our 
ships built, and the treasures of knowledge and of art transported 
from one hemisphere to another I If we consult the history of the 
human race — if we trace their slow and gradual advancement from 
barbarism to refinement, we shall be convinced that their progress 
from their lowest and most abject, to their highest and most polished 
state, has been always accompanied, and chiefly promoted, by the 
accumulation of fresh capital, and the invention and the improvement 
of tools and of engines. 

III. — The advantage derived from the employment of capital con- 
sists in the circumstance of its enabling us to execute work detter, as 
well as more expeditiously, than it could be done without it Cotton, 
for example, might be spun by the hand ; but the admirable machinery 
invented by Hargreaves, Arkwright, and others, besides enabling us to 
spin an hundred or a thousand times as great a quantity of yarn as 
could be spun by means of a common spindle, has also improved its 
quality, and given it a degree of fineness, and of evenness, or equality, 
in its parts, which was never previously attained. It would require a 
painter months, or it might be years, to paint with a brush the cottons, 
or printed cloths used in the hanging of a single room ; and it would 
be very difficult, if not impossible, for the best artist to give the same 
perfect identity to his figures that is given to them by the admirable 
machinery now in use for that purpose. Not to mention the other and 
more important advantages of which the invention of moveable types 
and printing has been productive, it is certain that the most perfect 
manuscript — one on which years of patient and irksome labour have 
been expended — is unable, in point of delicacy and correctness, to 
match a well printed work, executed in the hundredth part of the time 



M^CULlOClfS PRINCIPLES OF POLITICAL ECONOMY, j$ 

And at a hundredth part of the expence required to copy the manuscript. 
The great foreign demand for English manufactured goods results no 
less from the superiority of their manufacture, than from their greater 
cheapness ; and for both these advantages we are principally indebted 
to the excellence of our machinery* 

There are other considerations which equally illustrate the extreme 
importance of the accumulation and employment of capital. The 
produce Of the labour of a nation cannot be increased otherwise than 
by an increase in the number of its labourers, or in their productive 
powers. But without an increase of capital it is in most cases impos- 
sible to employ another workman with advantage. If the food and 
clothes destined for the support of the labourers, and the tools and 
machines with which they are to operate, be all required for the main- 
tenance and efficient employment of those already in existence, there 
can be no additional demand for others. In such circumstances, the 
rate of wages cannot rise ; and if the number of inhabitants are in- 
creased, they must be worse provided for. Neither is it at all probable 
that the productive powers of the labourer should be augmented, with- 
out a previous increase of capital It is only by the better education 
and training of workmen, by the greater subdivision of their 
emplo3rments, or by an improvement of machinery, that their produc- 
tive powers can ever be materially increased : and in almost all these 
cases, additional capital is required. It is only by its means that 
workmen can be better trained, or that the undertaker of any work can 
either provide them with better machinery, or make a more proper 
distribution of labour among them. When the work to be done 
consists of a number of parts, to keep every man constantly employed 
in one particular part, requires a much larger stock than when every 
man is occasionally employed in every different part of the work. 
* When,' says Dr. Smith, ' we compare the state of a nation at two 
different periods, and find that the annual produce of its land and 
labour is greater at the latter than at the former, that its lands are 
better cultivated, its manufactures more numerous and more flourishing, 
and its trade more extensive, we may be assured that its capital must 
have increased during the interval between these two periods, and that 
more must have been added to it by the good conduct of some, than 
had been taken from it, either by the private misconduct of others, or 
by the public extravagance of the government' {Wealth of Nations). 
It is, therefore, apparent, that no country can ever reach the stationary 
state, so long as she continues to accumulate additional capital While 
she does this, she will always have a constantly increasing demand for 
labour, and will be constantly augmenting the mass of necessaries, 
luxuries, and conveniences, and, consequently, also, the numbers of 
her people. But with every diminution of the rate at which capital had 
been previously accimiulating, the demand for labour will decline. 
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When no additions are made to capital, no more labour will be. or, at 
least, can be advantageously employed. And should the national 
capital be diminished, the condition of the great body of the people 
would be greatly deteriorated ; the wages of labour would be reduced, 
and pauperism, with its attendant train of vice, misery, and crime, 
would spread its ravages throughout the largest portion of society. 

Having thus endeavoured to show what capital is, the importance of 
its employment, and the manner in which it operates to facilitate pro- 
duction, we shall proceed to explain the circumstances most favourable 
for its accumulation. 

Capital of all descriptions is nothing more, as formerly observed, 
than the accumulated, or hoarded produce of previous industry. When 
a savage kills more game in a day than is required for his own con- 
sumption, he preserves the surplus either in the view of consuming 
it directly himself, on some future occasion, or of exchanging it with 
his fellow savages for some article belonging to them. Now, this 
surplus is capital ; and it is from such small beginnings as this that all 
the accumulated riches of the world have taken the rise. It is evident, 
therefore, inasmuch as capital consists of the excess of the products 
applicable either to the support of human existence, or to the facilitat- 
ing of production, obtained in a given period over those consumed in 
the same period, that the means of amassing capital will be greatest^ 
where the ptoductiveness of industry is greatest; or, in other words, 
where the net profits of stock, or the profits accruing to the capi- 
talists who engage in industrious undertakings, after every inci- 
dental expence is deducted, are greatest. The man who can 
produce a bushel of wheat in three days has it plainly in 
his power to accumulate twice as much as the man who, either 
from a deficiency of skill, or from his being obliged to cultivate 
a ' bad soil, is forced to labour six days to produce the same 
quantity ; and the capitalist who can invest stock so as to yield him a 
profit of ton per cent, has it equally in his power to accumulate twice as 
fast as the capitalist who can only obtain five/^r cejtt, for his stock.* 
It is true that high profits only give the means of amassing capital — 
that if men had always lived up to their ijicomes, that is, if they had 
always consumed the whole produce of their industry in the gratifica- 
tion of their immediate wants, or desires, there could have been no 
such thing as capital in the world. But such is the wise arrangement 
of nature, that while high profits afford greater means of saving, they 
give additional force to the parsimonious principle. Economy is in no 
respect different from the other virtues ; and it would be unreasonable 
to expect, that it should be strongly manifested, where it does not bring 
along with it a corresponding reward. Before a man can accumulate 
he must live : and if the sum that remains to him, after his necessary 

* This is in reality understated. It is plain, inasmuch as both parties must live on their 
rrofitSi that those who gain double could accumulate more than twice as fast as the others. 
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expences are deducted, be but small and trifling, the probability is, 
that he will rather choose to consume it immediately, than to hoard it 
up in the expectation, that, by the addition of farther savings, it may, 
at some future and very distant period, become the means of making a 
small addition to his income. But, wherever profits are hfgh, there is 
a proportionally great power of accumulation ; and we deny ourselves 
immediate gratifications, because we have a certain prospect that, by 
doing so, we shall speedily attain to a state of comparative affluence, 
and that ourmeans of obtaining an increased supply of conveniences 
and luxuries will in the end be greatly increased by our present for- 
bearance. Give to any people the power of accumulating, and we may 
depend upon it they will not be disinclined to use it effectively. If we 
examine the state of the different countries of the world, we shall find 
that the power of accumulation, or, which is the same thing, the rate 
of profit, is always greatest in those countries which are most rapidly 
augmenting their wealth and population, and conversely. In the 
United States, for example, the rate of profit is twice as high as in 
Great Britain or France ; and it is to this that the more rapid accumu- 
lation of capital in that Republic, and, consequently, her more rapid 
advancement in wealth and population, is wholly to be ascribed. The 
desire of adding to our fortune, and improving our condition in society, 
is inherent in the human constitution, and is the fundamental principle 
— the causa causans of all the improvements that have ever been made. 
No instance can be produced of any people having ever missed an 
opportunity to amass. Wherever the bulk of the citizens have had the 
power of adding to their stock, they have never failed to do so, and the 
wealth and population of the society have continually augmented. 

Perhaps it will be said, in opposition to these principles, that the 
rate of profit is high in Eastern countries, and that they are, notwith- 
standing, either retrograding, or advancing only by very slow degrees. 
It may be doubted, however, whether the rate of profit is really higher 
in Eastern countries than in Europe. That the rate of interest there 
is higher, is certain; but that is a consequence of the hazard to 
which the principal is exposed because of the prejudices, against 
usury, and the vicious and defective system of government* It is 
not meant, however, to affirm, that great productiveness of industry, 
or a high rate of profit is necessarily ^ and in every instance, accom- 
panied by a great degree of prosperity. Countries with every imagin- 
able capability for the profitable employment of industry and stock, 
may have the misfortune to be subjected to an arbitrary government, 
which does not respect the right of property ; and the insecurity 

• All taking of interest is prohibited by the Koran ; aAd it is for this very reason, that it is 
so much higher in the East. ' L'usure,* says Montesquieu, * augmente dans les pays Maho- 
metans h proportion dt la sSveriti de la defense. Lo preteur s'indemnise du pcnl de la con- 
traventiwii*— (-^JS^riV dfi Loix, liv. 2x. cap. 19.) 
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resulting from this circumstance, may be of itself sufficient to paralyse 
all the exertions of those who are otherwise placed in the most favour- 
able situation for the accumulation of capital and wealth. But I have 
no hesitation about laying it down as a principle which holds in every 
case, and from which there is really no exception, that if the govern- 
ments of any two or more countries be about equally tolerant and 
liberal^ and property in each equally well protected and secured^ their 
comparative prosperity will be in proportion to the rate of profit in each. 
Wherever profits are high, capital is rapidly augmented, and there is a 
proportionally rapid increase of wealth and population ; but, on the 
other hand, wherever profits are low, the means of employing addi- 
tional labour are proportionally limited, and the progress of society 
rendered so much the slower. 

It is not, therefore, by the absolute amount of its capital, but by 
its power of employing that capital with advantage — a power which 
will be always correctly measured by the common and average rate of 
profit— that the capacity of any country to increase in wealth and 
population is to be estimated. Before the laws regulating the rate of 
profit and the increase of capital had been thoroughly investigated, 
the great wealth and commercial prosperity of Holland, where profits, 
from 1650 downwards, were comparatively low, were considered by 
Sir Josiah Child, and many later writers on economical subjects, as 
the natural result, and were consequently regarded by them as a con- 
vincing proof, of the superior advantages of low profits and interest. 
But this was really, as will be afterwards shown, mistaking the effect 
of heavy taxation for the cause of wealth / A country, whose average 
rate of profit is considerably less than the average rate of profit in 
surrounding countries, may, notwithstanding, abound in wealth, and 
be possessed of immense capital ; but it is the height of error to 
suppose, that this lowness of profits could have facilitated their 
accumulation. The truth is, that the low rate of profit in Holland 
during the i8th century, was at once a cause and a symptom of her 
decline. Sir William Temple, in his " Observations on the Nether- 
lands," written about 1670, mentions, that the trade of Holland had 
then passed its zenith ; and it is certain, that the vast capitals of the 
Dutch merchants had been principally amassed previously to the 
wars in which the Republic was engaged with Cromwell, Charles II., 
and Louis XIV., when the rate of profit was much higher than at any 
subsequent period. 

But without referring to the case either of America, or Holland, or 
any other country, the smallest reflection on the motives which induce 
men to engage in any branch of industry, is sufficient to show that 
the advantages derived from it must be always directly as the rate of 
profit. What is the object which every man has in view when he 
employs either his capital or his personal powers in any industrious 
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undertaking ? Is it not to gain the greatest possible amount of profit 
on his capital, or the greatest possible reward for his labour ? One 
branch of industry is said to be advantageous, for the single and 
sufficient reason that it yields a comparatively large profit ; and 
another is, with equal propriety, said to be disadvantageous, because 
it yields a comparatively small profit It is always to this standard — 
to the high or low rate of profit which they yield — ^that every indi- 
vidual refers in judging of the comparative benefits of different under- 
takings ; — ^what is true of individuals, must be true of States. 

No certain conclusion respecting the prosperity of any country can 
evo- be drawn from considering the amount of its conunerce or its 
revenue, or the state of its agriculture or its manufactures. Every 
branch of industry is liable to be affected by secondary or accidental 
causes. They are always in a state of flux or reflux ; and some of 
them are frequently seen to flomish when others are very much 
depressed. The average rate of profit is the real barometer — 
the true and infallible criterion of national prosperity. A rise of 
profits is the effect of industry having become more productive ; and 
it shows that the power of the society to amass capital, and to add 
to its wealth and population, has been increased, and its progress \ 
accelerated : A fall of profits, on the contrary, is the effect of industry 
having become less productive, and shows that the power to amass 
capital has been diminished, and that the progress of the society has 
been clogged and impeded However much a particular, and it may 
be an important branch of industry, is depressed, still, if the average 
rate of profit is high, we may .be assured the particular depression 
cannot continue, and that the condition of the country is really pros- 
perous. On the other hand, though there should be no distress in 
any one branch — ^though agriculture, manufactures, and commerce, 
should be carried to a greater extent than they have ever been carried 
before — ^though a nation should have numerous, powerful, and well- 
appointed armies and fleets, and though the style of living among the 
higher classes should be more than ordinarily sumptuous, — still, if the 
rate of profit has become comparatively loWy we may confidently 
afifirm, that the condition of such a nation, however prosperous in 
appearance, is bad and unsound at bottom; that the plague of 
poverty is secretly creeping on the mass of her citizens ; that the 
foundations of her power and greatness have been shaken ; and that 
her decline may be confidently anticipated, unless measures can be 
devised for relieving the pressure on the national resources, by adding 
to the productiveness of industry, and, consequently, to the rate of 
profits on trade. 

it has been wisely ordered, that the principle which prompts men to 
save and amass should be as powerful as it is advantageous. * With 
regard to profusion,? says Adam Smith, *the principle which prompts 
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to expence is the desire of present enjoyment ; which, though some- 
times violent, and very difficult to be restrained, is in general only 
momentary and occasional. But the principle which prompts to save 
is the desire of bettering our condition ; a desire which, though gene- 
rally calm and dispassionate, comes with us from the womb, and never 
leaves us till we go into the grave. In the whole interval which sepa- 
rates these two moments, there is scarce, perhaps, a single instance in 
which any man is so perfectly and completely satisfied with his situa- 
tion as to be without any wish of alteration or improvement of any 
kind. An augmentation of fortune is the means by which the greater 
part of men propose and wish to better their condition. It is the 
means the most vulgar and the most obvious ; and the most Ukely way 
of augmenting their fortune is to save and accumulate some part of 
what they acquire, either regularly and annually, or upon some extra- 
ordinary occasions. Though the principle of expence, therefore, pre- 
vails in almost all men upon some occasions, yet in the greater part of 
men, taking the whole course of their life at an average, the principle 
of frugality not only predominates, but predominates very greatly.' 
(Wealth of Nations^ Murray s Reprints^ p. 201.) 

It is this principle which carries society forward. The spirit of par- 
simony, and the efforts which the frugal and industrious classes make 
to improve their condition, in most instances balance not only the pro- 
fusion of individuals, but also the more wasteful profusion and extra- 
vagance of governments. The spirit of economy has been happily 
compared by Adam Smith to the unknown principle of animal life — 
the vis medicatrix naturce^ — which frequently restores health and 
vigour to the constitution, in spite both of disease and of the absurd 
prescriptions of the physician. 

But, however great the capacity of the principle of accumulation to 
repair the waste of capital, we must not fall into the error of supposing, 
as many have done, that its operation is promoted by profuse public 
expenditure. It is obvious that the more government spends, the less 
must remain for individuals to save. Necessity may compel a man to 
exert himself to pay heavy taxes ; but it is choice, and not necessity, 
which makes him withdraw a portion of the produce of his industry 
from immediate consumption, and hoard it up. This distinction 
must be kept constantly in view. It cannot be denied that neces- 
sity forces farmers and manufacturers to sell a portion of their pro- 
duce to pay the taxes to which they are subjected 5 but when these 
taxes are paid, government is satisfied ; and it is plainly their own 
free option — their desire to improve their condition, and to rise 
higher in the world, and not compulsion, that induces them to ac- 
cumulate another portion of their produce as capital. Those who con- 
tinue to accumulate, after the share of the produce of their labour 
taken from them by government has been increased, would evidently 
have had greatei; means of accumulation^ had that share not been in- 
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creased, or increased in a less proportion. But accumulation, like the 
other passions, increases as the means of gratifying it increase. In 
point of fact, the greatest accumulations are invariably made where 
there is the greatest power to make them. There are no internal taxes 
in America ; she is possessed of vast tracts of fertile and uncultivated 
soil ; and industry is, in consequence, extremely productive. And, 
conformably to what has now been stated, America doubles her capi- 
tal and population every five-and-twenty years, and is advancing in 
the career of wealth and civilization with a rapidity unknown in any 
other country. 

Ambition to rise is the animating principle of society. Instead of 
remaining satisfied with the condition of their fathers, the great object 
of mankind in every age has been to rise above it— to elevate them- 
selves in the scale of wealth. To continue stationary, or to retrograde, 
is not natural to society. Man from youth grows to manhood, then 
decays and dies ; but such is not the destiny of nations. The arts, 
sciences, and capital of one generation become the patrimony of that 
which succeeds them, and in their hands are improved and augmented, 
and rendered more powerful and efficient ; so that, if not counteracted 
by the want of seciurity, or by other adventitious causes, the principle 
of improvement would always operate, and would secure the constant 
advancement of nations in wealth and population. 

It is to this same principle that we owe the discovery and improve- 
ment of machinery. Mankind have, in every stage of society, endea- 
voured to increase their productive powers, and to improve their con- 
dition, by availing themselves of the assistance of natural agents, and 
making them contribute to the performance of tasks which must other- 
wise have been performed by the hand only. The savage avails him- 
self of the aid of a club and a sling to facilitate the acquisition of 
game, and abridge his labour ; and the same principle which prompted 
him to resort to and construct these rude instruments, never ceases to 
operate. It is always producing some new improvement ; and in an ad- 
vanced and refined period, gives us ships for canoes, muskets for 
slings, steam-engines for clubs, and cotton-mills for distaffs. *The 
hand of man,' says Colonel Torrens, * is not armed with any efficient 
natural instrument, such as the beak of the bird, or the claw of the 
quadruped, for operating directly upon the materials presented to him ; 
but it is admirably adapted for receiving and applying artificial im- 
plements, and for employing the powers of one substance to produce 
the desired changes in another. Hence almost all the grand results in 
manufacturing industry are brought about by means of capital. 
Throughout the world there are no very striking inequalities in the 
muscular force by which direct labour is performed ; and it is mainly 
owing to the differences in the quantity of capital, and in the skill with 
which it is applied, that in one country man is found naked and des- 
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titute, and that in another all the rude productions of the earthy and all 
the forces of nature, are made to contribute to his comfort, and to aug- 
ment his power.* {On the Production of Wealthy p. 89.^ . . 

A great effect has sometimes been ascribed to credit in the produc- 
tion of wealth; but this is a mistake. It is capital and not credit that 
produces. Credit is nothing more than the borrowing and lending of 
capital ; and nations, or individuals, are said to be in high or low 
credit according to the greater or less facility they possess of obtain- 
ing loans. The advantage of credit consists in its tendency to distri- 
bute capital in the best manner. It enaWes those who have capitals, 
and who do not choose to superintend their employment, to lend them 
to those who are desirous to obtain them. The state of credit, in any 
country, is always directly as the amount of its capital, and the free- 
dom to dispose of it with security. Where there is no capital there 
can be no credit ; and any obstruction given to borrowers and lenders 
in adjusting the terms of loans, or any disinclination, on the part of 
government to give full effect to these terms, has a certain and obvious 
tendency to diminish credit.* But, whatever may be the state of cre- 
dit in any countiy, it is still true that it is by the amount of its capital, 
and by its capacity of employing such capital with advantage, that its 
means of supporting population, and of producing wealth, must Idways 
be estimated. 

However extended the sense previously attached to the term capital 
may at first sight appear, I am satisfied that it ought to be interpreted 
still more comprehensively. Instead of understanding by capital all 
that portion of the produce of industry extrinsic to man, which may be 
made applicable to his support, and to the facilitating of production, 
there does not seem to be any good reason why man himself should not, 
and very many why he should, be considered as forming a part of the 
national capital. Man is as much the produce of labour as any of the 
machines constructed by his agency ; and it appears to us that in all 
economical investigations he ought to be considered in precisely the 
same point of view. Every individual who has arrived at maturity, 
though he may not happen to be instructed in any particular art or pro- 
fession, may, with perfect propriety, be viewed as a machine which it 
has cost twenty years of assiduous attention, and the expenditure of a 
considerable capital to construct. And if a farther sum has been laid 
out in educating or qualifying him for the exercise of a business or pro- 
fession requiring unusual skill, his value will be proportionally in- 
creased, and he will be entitled to a greater reward for his exertions — 
just as a machine becomes more valuable when new powers are g^ven 
to it by the expenditure of additional capital or labour in its construction. 

* For an examination of the policy of the restraints on the interest of loans, see Jer. 
Bentham's celebrated Defence of Usury ^ and the Article Interest in the Supplement to the 
Encyclopedia Britannica. 
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Adam Smith has fully admitted the justice of this principle, though 
he has not reasoned consistently from it He states, that the acquired 
and useful talents of all the inhabitants and members of the society 
ought to be considered as forming a portion of the national capital 
* The acquisition of such talents/ he justly observes, * during the edu- 
cation, study, or apprenticeship of the acquirer, always costs a real ex- 
pense, which is a capital fixed and realized as it were in his person. 
Those talents, as they make a part of his fortune, so do they likewise" 
of that of the society to which he belongs. The improved dexterity of 
a workman may be considered in the same light as a machine or in- 
strument of trade, which facilitates and abridges labour, and which, 
though it costs a certain expense, repays that expense with a profit 
{Murray's Reprint, p. 212.) 

Instead, then, of being entirely overlooked, as is most frequently the 
case, the dexterity, skill, and intelligence of the mass of its inhabit- 
ants ought to be most particularly attended to in estimating the capital 
and productive capacities of a country. Much stress is uniformly and 
justly laid on the comparative power and efficacy of the machines 
which man has constructed to assist him in his undertakings ; but man 
is himself the most important of all machines, and every addition made 
to his skiir and dexterity is an acquisition of the utmost consequence. 
The discrepancies that actually obtain in the physicial organization 
and capacities of the various races of men are comparatively trifling. 
And yet, how vast is the difference, in an economical point of view, 
between an American Indian or an African, and an Englishman or a 
Frenchman J The former, ignorant and uninstructed, is poor and 
miserable though placed in countries blessed with a soil of exhaustless 
fertility and a genial climate : — the latter, intelligent and educated, is 
wealthy, prosperous, and happy, though placed under comparatively 
unfavourable circumstances. Lord Bacon's aphorism, that knowledge 
is power y is true as well in a physical as in a moral sense. It not only 
enables individuals to obtain an ascendency, over their less instructed 
neighbours, but it makes immeasurable additions to their productive 
capacities. An ignorant and uneducated people would, though pos- 
sessing all the materials and all the powers necessary for the produc- 
tion of wealth, be sunk in poverty and barbarism. And until their 
mental powers had begun to expand, and they had been taught to ex- 
ercise the empire of mind over matter, the avenues to improvement 
would be shut against them, and they would neither have the power 
nor the wish to emerge firom their low and degraded condition. 

It has been said, and truly, that it was the rapid growth and exten- 
sion of the cotton manufacture that bore us triumphantly through the 
late dreadfiil contest, and gave us wealth and power sufficient to over- 
come the combined force of almost all Eiurope, though wielded by a 
chief of the most consummate talent. But, what is the cotton manu- 
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facture ? It is not wholly the result of the discoveries and inventions 
of Hargreaves, Arkwright, and Watt ? It was their sagacity that dis- 
covered and explored this mighty channel for the profitable employment 
of millions upon millions of capital, and of thousands upon thousands 
of workmen ; so that all the various and innumerable benefits and ad- 
vantages we have derived from it, are to be ascribed to them as to 
their original authors and inventors. 

To those who are impressed with a conviction of the truth of the 
principles thus briefly stated — who are duly sensible of the vast im- 
portance of science to the advancement of nations in prosperity and 
civilization, nothing can afford a higher gratification than the progress 
that has of late years been made in diffusing instruction among the 
great mass of the community. The discoveries of Bell and Lancaster, 
and the schools founded on their principles, have had the most power- 
ful influence in spreading a knowledge of the elementary branches of 
instruction among the poorer classes of the people: while the Mechan- 
ics' Institutions that are now forming in the metropolis, and in the dif- 
ferent great towns of the empire, will give the labouring part of the 
population an opportunity to perfect themselves in their respective 
arts, by making them acquainted with the principles on which they 
depend, and from the better application of which every new improve- 
ment must be derived. It is impossible to form any accurate estimate 
of the beneficial influence of this general instruction on the future for- 
tunes of the empire ; but it is abundantly certain that it must be very 
great. More discoveries will be made, according to the degree in 
which more individuals are placed in a situation to make them. And 
it is neither impossible, nor at all improbable, that the lustre which 
now attaches to the names of Arkwright and Watt may be dimmed, 
though it can never be wholly effaced, by the more numerous, and, it 
may be, more important discoveries that will, at no distant period, be 
made by those who would have passed from the cradle to the tomb in 
the same obscure and beaten track that had been trod by their unam- 
bitious ancestors, had not the education now so generally diffused, 
served to elicit and ripen the seeds of genius implanted in them for the 
general advantage of mankind. 

IV. Division of employments among different countries, 
OR COMMERCE.— Besides that sort of division of labour which enables 
each individual in a limited society to confine himself to a particular 
employment, there is another and most important branch of the divi- 
sion of labour, which not only enables particular individuals, but the 
inhabitants of entire districts, and even nations, to addict themselves, 
in preference, to certain branches of industry. It is on this territorial 
division of labour ^ as it has been appropriately termed by Colonel Tor- 
rens, that the commerce which is carried on between different districts 
of the same country, and between different countries, is founded. The 
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various soils, climates, and capacities of production, possessed by the 
different districts of an extensive country, fit them for being appro- 
priated in preference to certain species of industry. A district where 
coal is abundant, which has an easy access to the ocean, and a consi- 
derable command of internal navigation, is the natural seat of manu- 
factures. Wheat and other species of grain are the proper products of 
rich arable soils ; and cattle, after being reared in mountainous dis- 
tricts, are most advantageously fattened in meadows and low grounds. 
Nothing is more obvious, than that an infinitely greater aggregate 
quantity of useful and desirable commodities will be produced, by the 
inhabitants of these different districts, separately confining themselves 
to the particular branches of industry, for the successful prosecution 
of which they have some peculiar natural capability^ than if they 
attempted, indiscriminately, to carry on every different employment. 
Who can doubt that vastly more manufactured goods, com, and cattle, 
are produced by the inhabitants of Glasgow, the Carse of Gowrie, and 
Argyleshire, respectively confining themselves to manufactures, agri- 
culture, and the rearing of cattle, than if those of each district had en- 
deavoured directly to supply themselves with these various products, 
without the intervention of an exchange ? 

But it is easy to see that foreign trade, or the territorial division of 
labour between different and independent countries, contributes to in- 
crease the wealth of each in precisely the same manner that the trade 
between different provinces of the same kingdom contributes to in- 
crease their wealth. There is a still greater difference between the 
productive powers wherewith nature has endowed different and distant 
countries, than there is between the productive powers of the provinces 
of the same country. The establishment of a free intercourse between 
them must, therefore, be proportionally advantageous. It would evi- 
dently cost an infinitely greater expense to raise the wines of France 
or Spain in England than to make Yorkshire yield the same products 
as Devonshire. Indeed, there are a multitude of products, and some 
of them of the very greatest utility, which cannot possibly be raised except 
in particular situations. Were it not for commercial intercourse, we should 
not be able to obtain the smallest supplies of tea, coffee, raw cotton, raw 
silk, gold buUion, and a thousand other equally useful and valuable 
commodities. Providence, by giving different soils, climates, and na- 
tural productions, to different countries, has evidently provided for 
their mutual intercourse and civilization. If all restrictions on com- 
merce were abolished, each people would naturally devote themselves 
to such employments as are most beneficial to each : and this pursuit 
of individual advantage is admirably connected with the good of the 
whole. By exciting industry, by rewarding ingenuity, and by using 
most efficaciously the pedUliar powers bestowed by nature on different 
countries, commerce distributes labour as best suits the genius and ca- 
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pacities of each. It gives us new tastes and new appetites, and it also 
gives us the means and the desire of gratifying them : it enables each 
people to profit by the inventions and discoveries of all the rest; forces 
routine to give way to emulation ; and stimulates the industry and in- 
vention of the home producers by bringing them into competition with 
foreigners. The grand principle of the division of labour is thus car- 
ried to its full extent. The mass of necessary and useful products is 
vastly augmented, and opulence generally diffused. But these are not 
the only effects of commerce. Its influence, in a moral point of view, 
is not less powerful and salutary. It is the grand engine by which the 
blessings of civilization are diffused, and the treasures of knowledge 
and of science conveyed to the remotest corners of the habitable globe ; 
while, by making the inhabitants of each country dependent on the 
assistance of those of others for a large proportion of their comforts 
and enjoyments, it forms a powerful principle of union, and binds to- 
gether the universal society of nations by the common and powerful 
ties of mutual interest and reciprocal obligation. 

* Combien,' to use the words of a late French writer, * le spectacle de 
tous les travaux concourant k la production de la richesse, sans autre 
preeminence ni distinction que celle que leur assure Techange de leurs 
produitis, est encourageant pour les classes laborieuses, stimulant pour 
les peuples, favorable k la civilisation, honorable pour rhumanit6 ! 
Dans ce systeme tous les hommes suivent leur penchant, developpent, 
perfectionnent leurs facult^s, s'encouragent par une nol3le emulation, 
sont avertis k chaque instant du besoin quails ont les uns des autres, se 
lient entre eux par des rapports habituels, s'attachent par leurs inter^ts 
reciproques, et renouent les liens de la grande famille du genre humain 
que la separation des families nationales avoit brisks. Ces families 
^parses sur le globe, ne sont plus etrang^res entre eUes, travaillent Pun 
pour Tautre, et correspondent ensemble malgr^ les gouffres des mers et 
Tasperite des climats, les montagnes inaccessibles, et les deserts inhos- 
pitaliers. Graces au genie du commerce, et aux inepuisables ressour- 
ces rindustrie, tous les perils sont braves, toutes les difficult6s sont 
vaincues, tous les obstacles sont surmont^s, et les bienfaits du travail 
general circulent dans le monde entier.'* 

It cannot indeed be denied, that mistaken views of commerce, like 
the mistaken views so frequently entertained of religion, have been the 
cause of many wars and of much bloodshed. But the folly of the 
monopoly system, and the ruinous nature of the contests to which it 
has given rise, have been made obvious. It has been fully and clearly 
demonstrated, that nothing can be more irrational and absurd, than 
that dread of the progress of others in wealth and civilization that was 
once so prevalent ; and that the true glory and real interest of. every 
people will be more certainly advanced by endeavouring to emulate 

* Ganilh, des Systemes d^Ecotiomie Politique^ tome i. p. 173, cd. 1821. 
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and outstrip their neighbours in th6 career of science and civilization, 
than by labouring to attain a barren pre-eminence in the bloody and 
destructive art of war. 

The influence of commerce in giving increased efficacy to labour, 
and augmenting national wealth, may be easily illustrated. Thus, in 
the case of the intercourse, or territorial division x)f labour, carried on 
between England and Portugal, it is plain that the superiority of the 
wool of England, our command of coals, of skilful workmen, of im- 
proved machinery, and of all the instruments of manufacturing indus- 
try, enables us ta produce cloth at a much cheaper rate than the Por- 
tuguese : but, on the other hand, the soil and climate of Portugal being 
peculiarly favourable for the cultivation and growth of the grape, she 
is enabled to produce wine at an infinitely cheaper rate than it can be 
produced here. And hence it is obvious, that England, by confining 
herself to die manufacture of cloth, in which she has a natural advan- 
tage on her side, and exchanging it with the Portuguese for wine, will 
obtain a vastly larger supply of that commodity than if she had at- 
tempted to jcultivate the grape at home : and Portugal, by exchanging 
her wine for the cloth of England, will, on her part, obtain a much 
greater quantity of cloth than if she had attempted to counteract the 
intention of nature, by converting a portion of her capital and industry 
from the raising of wine, in which she has an advantage, to the manu- 
facture of cloth, in which the advantage is on the side of another. 

What we have already stated is sufficient to expose the sophism in- 
volved in the reasoning of the French economists, who contended, that 
as an equivalent must be always given for such commodities as are ob- 
tained from foreigners, it was impossible foreign commerce could ever 
add anything to national wealth. How, they asked, can the wealth of 
a country be increased by giving equal values for equal values ? They 
admitted, that commerce made a better disiribuiion of the wealth of 
the world ; but as it did nothing more than exchange one sort of 
wealth for another, they denied that it could ever make any addition 
to its amount At first sight, this sophistical and delusive statement 
Appears sufficiently conclusive ; biit a very few words will be sufficient 
to demonstrate its fallacy. The advantage of commerce does not con- 
sist in its enabling any of the parties who carry it on tow obtain com- 
modities of greater value than those they brought to market. It may 
have cost as much, or more, to produce the cloth with which the Eng- 
lish merchant purchases the wine of Portugal, as it did to produce the 
latter. But then, it must be observed, that in making the exchange, 
the value of the wine is estimated by what it takes to produce it in Por^ 
tugai^ which has peculiar natural capabilities for that species of indus- 
try, and not by what it would take to produce it in England, were the 
trade put an end to ; and, in like manner, the value of the cloth is 
estimated by what it takes to produce it in England, and not by what it 
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would cost to produce it in Portugal. The advantage of the intercourse 
between the two countries consists in this, that it enables each of them to 
obtain commodities,, for the production of which they have no natural 
capability, and which it would, therefore, cost a comparatively large 
sum to produce directly at home, for what it costs to produce them 
under the most favourable circumstances, and with the least possible 
ex pence. The gain of the one party is not the loss of the other. Both 
of .them are benefited by this intercourse : for it enables both of them 
to save labour and expence in the production of commodities ; and, in 
consequence, the wealth of the two countries is not only better distri- 
buted, but it is also greatly increased by the territorial division of 
labour established between them. 

To set this important principle in a clearer point of view, let us sup- 
pose that in England a given number of men can, in a given time, 
manufacture 10,000 yards of cloth, and raise 1000 quarters of wheat, 
and that the same number of men can, in the same time, manufacture 
in Poland 5000 yards of cloth and raise 2000 quarters of wheat. It is 
plain, that the establishment of a free intercourse between the two 
countries would, under these circumstances, enable England, by manu- 
facturing cloth and exporting it to Poland, to obtain twice the quantity 
of corn in exchange for a given expenditure of capital and labour that 
she could obtain in return for the same expenditure directly laid out 
in the cultivation of land at home : and Poland would, on the other 
hand, be enabled to obtain twice as much cloth in exchange for her 
corn as she could have done had she attempted directly* to manufac- 
ture it. How ridiculous then to contend, that commerce is not a means 
of adding to the efficacy of labour, and, consequently, of increasing 
wealth ! Were the intercourse between England and Portugal, and 
the West Indies put an end to, it would require, at the very least, a 
hundred, or perhaps a thousand times the expence to produce Port 
wine, sugar, and coffee, directly in this country, that it does to produce 
the equivalents now sent to Portugal and to the West Indies in ex- 
change for them. 

* The commerce of one country with another is,' to use the words of 
Mr. Mill, * merely an extension of that division of labour by which so 
many benefits are conferred on the human race. As the same coun- 
try is rendered richer by the trade of one province with another ; as its 
labour becomes thus infinitely more divided and more productive than 
it could otherwise have been ; and as the mutual interchange of all 
those commodities which one province has and another wants, multi- 
plies the accommodations and comforts of the whole, and the country 
becomes thus in a wonderful degree more opulent and happy ; so the 
same beautiful train of consequences is observable in the world at 
large, that vast empire of which the different kingdoms may be re- 
garded as the provinces. In this magnificent empire, one province is 
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favourable to the production of one species of produce, and another 
province to another. By their mutual intercourse, mankind are enabled 
to distribute their labour as best fits the genius of each particular coun- 
try and people. The industry of the whole is thus rendered incom- 
parably more productive ; and every species of necessary, useful, and 
agreeable accommodation is obtained in much greater abundance, and 
with infinitely less expence.* {Commerce Defended^ p. 38.) 

It would be quite inconsistent with the objects and limits of sfwork 
intended only to exhibit a systematic and general view of the princi- 
ples of economical science, to enter on a detailed investigation of the 
policy of the various restrictions that have been imposed on the free- 
dom of commerce — And, therefore, in the few observations I am now 
to offer on this subject, I shall chiefly confine myself to an examina- 
tion of those restrictions that have for their object to promote the in- 
dustry and employment of particular countries, by either partially or 
wholly preventing the importation of such articles from other countries 
as can be produced at home. 

It cannot be doubted that, if either the whole or any considerable 
portion of an article, in general demand, be imported from abroad, the 
prevention of such importation will give an immediate advantage to 
the home producers of the article in question. But it should always 
be borne in mind that it is not with the interests of any particular class 
that the legislator ought to concern himself. — The circumstance of 
restrictions being advantageous to a single class, is not enough to show 
that they are expedient : To establish this it must also be shown that 
they are advantageous, or at least not injurious, to the consumers, or, 
in other words, to the public in general. If restrictions are advanta- 
geous to the latter, they ought to be maintained, but if they are inju- 
rious to them, they ought as certainly to be abolished. Consumption 
is the sole end and purpose of production ; and the interests of the 
producer ought to be attended to only so far as may be necessary for 
promoting the interests of the consumers. 

We have already seen that no country can possibly employ a greater 
number of workmen than its capital can feed and maintain. But it is 
plain that no restrictive regulation can of itself add one single atom 
to that capital. It may, and indeed most frequently does, divert a por- 
tion of it into channels into which it would not otherwise have flowed : 
This, however, is its only effect, and the real question for our consi- 
deration is, — whether the artificial direction which is thus given to a 
portion of the national capital, renders it more or less productive than 
it would have been, had it been left at liberty to seek out channels of 
employment for itself? 

In discussing this question it may be observed, in the first place, 
that every individual is constantly exerting himself to find out the 
most advantageous methods of employing his capital and labour. It 
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is true that it is his own advantage, and not that of the society, which 
he has in view ; but as a society is nothing more than an aggregate 
collection of individuals^ it is plain that each, in steadily pursuing his 
own aggrandizement, is following that precise line of conduct which is 
most for the public advantage. It is a consequence of this principle, 
that if no particular branches of industry were encouraged more than 
others, those would be preferred which naturally afforded the greatest 
facilities for acquiring individual fortunes, and, consequently, for in- 
creasing the capital of the country. Self-interest is the most powerful 
stimulus that can be applied to excite the industry, and to sharpen the 
intellect and ingenuity of man ; and no proposition can be more true 
than that each individual can, in his local situation, judge better 
what is advantageous and useful for himself than any other person. 
* The statesman,' says Adam Smith. ' who should attempt to direct 
private people in what manner they ought to employ their capitals, 
would not only load himself with a most unnecessary attention, but 
assume an authority which could safely be trusted, not only to no single 
person; but to no council or senate whatever, and which would no 
where be so dangerous as in the hands of a man who had folly and pre- 
sumption enough to fancy himself fit to exercise it.' { Wealth of Na- 
'tions, Murray s Reprints^ p. 124.^ 

But, in the second place, it is evident, that the prevention of the im- 
portation of foreign produce has in effect the consequence, so justly 
censured by Dr. Smith, of dictating to individuals in what manner 
they shall employ their capital and labour. If no such preventive re- 
gulations existed, no produce would ever be raised in one country that 
it could import at a cheaper rate from another. The conduct of the 
society would then be regulated by the same principles that regulate 
the conduct of each individual in private life ; and it is the maxim of 
every prudent master of a family, not to attempt to make at home 
what it would cost him more to make than to buy. Each individual avails 
himself of the peculiar productive powers and capacities of every other 
individual. The tailor, as Adam Smith has remarked, does not at- 
tempt to make his own shoes, but buys them from the shoemaker. 
The shoemaker, on his part, does not attempt to make his own clothes, 
but employs a tailor. And the farmer makes neither the one nor the 
other, but exchanges his corn and cattle for the clothes and shoes of 
these artificers. In all civilized societies, each individual finds it for 
his advantage to employ his industry in some particular business; and 
to exchange a part of his peculiar produce for such parts of the pro- 
duce of the industry of others as he may have occasion for. And it is 
certainly no easy matter to discover why that conduct which is univer- 
sally admitted' to be wise and proper in individuals, should be foolish 
and absiurd in the case of a state, — that is, in the case of the total 
number of individuals inhabiting a particular tract of country ! 
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It must be remembered that the utmost freedom of commerce will 
not enable foreigners to supply us with tbose commodities that can 
be as cheaply produced here as in other countries. Home producers 
have always great advantages over foreigners. The price of their 
commodities is not enhanced by the expense of conveyance from 
distant countries ; and they are intimately and familiarly acquainted 
with the language, laws, fashions, and credit of those with whom they 
dcaL A foreigner is deprived of almost all these advantages — advan- 
tages with which nothing but the comparative cheapness of his goods 
could ever enable him to contend But if a foreigner can supply us 
with any article cheaper than we can raise it at home, why should we 
not buy it from him ? Why should we not extend the same principle 
to foreigners we find so extremely advantageous in conducting our 
intercourse with our next neighbours ? Though our ports were open 
for the reception of aU the commodities of all the commercial nations 
in the world, it is certain no one would purchase any portion of them 
unless he found it for his advantage, — that is, unless he obtained the 
article purchased from the foreigners by a less sacrifice than he could 
have obtained it for from his own countrymen. And it is obvious, 
that, in allowing this purchase to be made, or this intercourse to take 
place, we not only allow our own citizens to buy the goods which they 
want in the cheapest market, but we also allow them to sell their own 
goods in the dearest market, or to exchange them where they get the 
greatest quantity of other produce in their stead. 

It has been said, and I believe truly, that, had it not been for restric- 
tions on importation, several manufactures that now fiimish employ- 
ment to a considerable population, would most probably never have 
had any existence amongst us. But, while I admit this statement, I 
deny thai it fontis any valid objection to the principles now laid down. 
It is just as little for the interest of nations as of individuals to engage 
indiscriminately in every possible employment The grand principle 
of the division of labour ought to be equally respected by commnnities 
as by single families. Every people will always find it for their adoan- 
tage to addict themselves in preference to those branches of industry 
in which they have a superiority over others. For it is by this means 
only that they can ever fully avail themselves of the peculiar capa- 
cities of production given to each particular nation, and that their 
capital, and the labour of their husbandmen and artisans, can be 
Tendered most efficient. 

It is most certainly true, that, after a restrictive and artificial System 
has been long acted upon, its abolition must necessarily be productive 
of considerable embarrassment and hardship to individuals : And for 
this reason, no wise, just, and liberal government will ever rashly 
adopt any measure, however expedient and proper in itself, that might 
have the immediate effect to injure a coilsideTabie class of its subjects. 
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Every change in the public economy of a great nation ought to be 
cautiously and gradually effected. Those who have capital employed 
in businesses, carried on under the protection of a restrictive regula- 
tion, ought to be' afforded a reasonable time, and every facility, either 
to withdraw entirely from their businesses, or to prepare to withstand 
the free competition of foreigners. But this is all they can justly 
claim. The fact of our having departed, on one or more occasions, 
from the sound principle of the freedom of industry, can never be 
alleged as a sufficient reason why we should obstinately persevere in a 
course of policy which has been ascertained to be most inimical to 
the public interests, or why we should refuse to avail ourselves of the 
earliest opportunity of reverting to a better system. To act on such 
a principle would be to . perpetuate the worst errors and absurdities, 
and would be a proceeding utterly inconsistent with all the ends and 
objects of government. 

It is abundantly certain, too, that the loss and inconvenience that 
must always follow the exchange of an exclusive for a liberal commer- 
cial system, have been very greatly exaggerated. But, whatever 
might be the case in this respect in other countries, our superiority 
in the arts is so very great, that only a very inconsiderable proportion 
of our population would be driven from the employments now exer- 
cised by them by the freest importation of foreign products. Admit- 
ting, however, that this measure might have the effect to force a few 
thousand workmen to abandon their present employments, it is 
material to observe, that equivalent new ones would, in consequence, 
be opened to receive them ; and that the total aggregate demand for 
labour would not be in any degree diminished by the abolition of the 
restrictive system. Suppose that, under a system of free trade, we 
imported a considerable portion of silks and linens now wholly manu- 
factured at home : It is quite certain, inasmuch as neither the French 
nor Germans would send us their commodities gratis, that an equiva- 
lent amount of British commodities would have to be sent abroad to 
pay those we imported from them : And hence it is obvious that such 
of our artificers as had previously been engaged in our silk and linen 
manufactures, and were thrown out of these employments, would 
immediately obtain employment in the manufacture of the products 
that must be exported as equivalents for the foreign silks and linens. 
Should we import ten or twenty millions worth of foreign commodi- 
ties this year more than we imported last year, it is undeniably 
certain we shall have to export ten or twenty millions worth more of 
our peculiar products to pay them. And, therefore, if exportation be 
a good thing, and the most ardent admirers of the restrictive system 
admit it to be such, importation must also be a good thing — for the 
two are inseparably and indissolubly connected; and to separate 
them, even in imagination, infers a total ignorance of the most obvious 
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priiTciples. All commerce, whether carried on by individuals of the 
same or of different countries, is founded on a fair principle of reci- 
procity. Buying and selling are in commerce, what action and 
reaction are in physics, always egual and contrary. If we will not buy 
from others, it is utterly impossible that others can buy from us. 
Kvery sale infers an equal purchase ; and every purchase infers an 
equal sale. To prohibit buying is, therefore, exactly the same thing, 
in effect, as to prohibit selling. No merchant ever did, or ever will, 
export a single bale of goods, if he is prevented from importing a 
greater value in its stead. But it is impossible that he can do this, 
if the commodities which foreigners have to give as equivalents for 
ours are excluded. In whatever degree, therefore, an unrestricted 
foreign trade might lead us to receive commodities from other coun- 
tries, in the same degree it would render those countries customers 
for our commodities — would promote our manufactures and extend 
our trade. So long as we co-operate with nature, we cannot be under- 
sold by others ; while, from the reciprocity of commerce, every 
increase in the productive powers of labour which should enable us to 
consume, or, which is the same thing in a commercial point of view, 
to furnish an equivalent for an increased quantity of foreign commo- 
dities, would occasion a proportional enlargement of the market It 
is therefore obvious, that if, instead of imprudently endeavouring to 
raise at home what might be more cheaply imported from abroad, we 
were to employ our capital and industry, exclusively, in those branches 
in which our insular situation, our inexhaustible supplies of coal, and 
our improved machinery, give us a natural and real advantage; we 
should carry our commercial prosperity to a far higher pitch than it 
has hitherto attained, and establish it on a broad and an unassail- 
able foimdation. 

The arguments thus briefly stated, to show the benefits of commer- 
cial freedom, and the impolicy of attempting to promote industry at 
home by laying restraints on importation from abroad, have been re- 
peatedly advanced. The advantages of the freedom of commerce 
were e^ibited, as already stated, in a very striking point of view, by 
Sir Dud. North, nearly one hundred and forty years since ; and Sir 
Matt Decker lind the celebrated David Hume subsequently illustrated 
and enforced the same principles, and showed the ruinous conse- 
quences of the prohibitive system. But the complete overthrow of 
that system was reserved for Adam Smith ; who has examined and 
refuted the various arguments in favour of the restrictions laid on 
commercial industry in the most able and masterly manner, and with 
an amplitude of illustration that leaves nothing to be desired. Such, 
however, and so powerful were the prejudices in favour of the old 
system, and such the obstacles opposed to the progress of more en- 
larged and liberal opinions, that, notwithstanding Adam Smith's work 
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has been in general circulation for about half a century, it is only 
within these very few years that statesmen and merchants have given 
a practical assent to its doctrines, and attempted to act on them. 

But, fortunately, a new era, has at length begun — novus seclorum 
ftasdiur ordo / The principles of free trade are no longer viewed as 
barren and improfitable speculations — as the visions of theorists, 
dreaming in their closets of public happiness never to be realized. 
They have received the sanction of the Parliament of England. To 
the glory of being the first to promulgate and demonstrate the truth 
of this just and beneficent system, we can now claim the higher praise, 
of being the first to give it a practical bearing and real effect It is 
true that monopoly is still deeply ingrafted on our commercial policy, 
and that we still allow some most important branches of trade to 
labour under the most oppressive and vexatious restraints. But it is a 
great deal to have commenced the return to a better system ; and to 
have publicly declared our conviction, that the freedom of commerce 
is productive alike of private happiness and public prosperity. *And 
if,' to use the words of a distinguished statesman, * in the long and 
honourable career which is still open to the adversaries of commercial 
restrictions, monopoly, and preference, the same spirit shall animate, 
the same resolution uphold the country and the Legislature — if full 
and uncompromising effect be finally given to a system confirmed 
by experience, and sanctioned by public applause, not this age, nor 
this country alone, will have reason to bless our exertions. There is 
no period so remote, there is no nation so barbarous, in which we may 
not confidently anticipate that these successful researches of British 
philosophy, this auspicious example of British policy, will become, 
under the favour of Providence, a pure and ample source of continually 
increasing human happiness.'* 

Money. — ^When the division of labour was first introduced, one 
commodity was directly bartered for another. Those, for example, 
who had an excess of com and were in want of wine, endeavoured to 
find out those who were in the opposite circumstances, or who had an 
excess of wine and wanted corn, and then exchanged the one for the 
other. It is obvious, however, that the power of exchanging, and, 
consequently, of dividing employments, must have been confined 
within very narrow limits, so long as it was restricted to mere barter. 
A might have had a surplus of wine, and B might have been anxious 
to purchase it; but if B had no commodity that A stood in need of, 
no exchange could take place between them. To avoid the incon- 
venience of such situations, every prudent man, in every age of the 
world, after the first establishment of the division of labour, must 
naturally, as Adam Smith has observed, have endeavoured to manage 

• Lord Grenville's Speech, at tke Dissolution of the Levant Company, xith Feb. 1825. 
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his affairs in such a manner, as to have at all times by him, besides 
the peculiar produce of his own industry, a certain quantity of some 
one commodity or another, such as he imagined few people would be 
likely to refuse in exchange for the produce of their industry. {Wealth 
of Nations^ Murray s Reprints, p, y^) 
Now this commodity, whatever it may be, is rnqney* 
An infinite variety of commodities have been used as money in 
different countries and periods. But none can be advantageously 
used as such, unless it is possessed of several very peculiar qualities. 
The slightest reflection on the purposes to which money is applied, 
must, indeed be sufficient to convince any one that it is indispensable, 
or, at least, exceedingly desirable, that the commodity selected to 
serve as money in a civilized society should, (\.) be divisible into the 
. smallest portions ; (II.) that it should admit of being kept for an 
indefinite period without deteriorating; (HI.) that it should, by 
possessing great value in small bulk, be easily transported; (IV.) 
that one piece of money of a certain denomination, should always be 
precisely equivalent to every other piece of money of the same denom- 
ination ; and (V.) that its value should be comparatively steady, or 
as little subject to variation as possible. Without the first of these 
qualities, or the capacity of being divided into portions of every different 
magnitude and value, money, it is evident, would be. of almost no use, 
and could only be exchanged for the few commodities that might 
happen to be of the same value as its indivisible portions, or as whole 
multiples of them : without the second, or the capacity of being kept 
or hoarded without deteriorating, no one would choose to exchange 
commodities for money, except only when he expected to be able 
immediately to re-cxchange that money for some other commodity he 
was desirous to obtain ; without the third, or facility of transportation, 
money could not be conveniently used in transactions between places 
at any considerable distance : without ^q fourth, or perfect sameness, 
it would be extremely difficult to appreciate the value of different 
pieces of money : and without Xht fifth quality, or comparative steadi- 
ness of value, money could not serve as a standard by which to 
measure the value of other commodities ; and no one would be dis- 
posed to exchange the produce of his industry for an article that 
might shortly decline considerably in its power of purchasing. 

The union of the different qualities of comparative steadiness of 
value, divisibility, durability, facility of transportation, and perfect 
sameness, in the precious metals, has, doubtless, formed the iriesis- 
tible reason that has induced mankind, in every civilized community, 
to employ them as money. The value of gold and silver is certainly 
not invariable, but, generally speaking, it changes only by slow degrees ; 
they are divisible into any number of parts, and have the singular 
property, of being easily reunited, by means of fusion, without loss; 
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they do not deteriorate by being kept ; and, from their firm and com- 
pact texture, they are very difficult to wear. Their cost of production, 
especially of gold, is so considerable, that they possess great value in 
small bulk, and can, of course, be transported with comparative 
facility ; and an ounce of pure gold and silver, taken from the mines in 
any quarter of the world, is precisely equal, in point of quality, to an 
ounce of pure gold or silver dug from the mines in any other quarter. 
No wonder, therefore, when all the qualities necessary to constitute 
money arc possessed in so eminent a degree by the precious metals, 
that they have been used as such, in civilized societies, from a. very 
remote era. * They became universal money,' as M. Turgot has 
observed, *not in consequence of any arbitrary agreement among men, 
or of the intervention of law, but by the nature and force of things.' 

The greatest drawback attendant on the use of gold and silver as . 
money consists in the high value of these metals, and in the consequent 
expence they occasion ; and there can be no doubt that a desire to 
lessen this expence has been one of the chief causes that has induced 
all highly civilized and commercial nations to fabricate a portion of 
their money of some less valuable material. Of the various substitutes 
that have been resorted to for this purpose, paper is, in every respect, 
the most ehgible. By using paper instead of gold, we substitute the 
cheapest in roonx of the most expensive currency ; and enable the 
society, without loss to any individual, to exchange all the coins which 
the use of paper money has rendered superfluous, for raw materials or 
manufactured goods, by the use of which both its wealth and its enjoy- 
ments are increased. Ever since the introduction of bills of exchange, 
almost all great commercial transactions have been carried on by 
means of paper only. It has also been used to a very great extent in 
the ordinary business of society. And as paper notes of given denomi- 
nations may be rendered exchangeable at the pleasure of the holder, 
for given and unvarying quantities of gold or silver, their value may 
be maintained on a par with the value of these metals ; and all inju- 
rious fluctuations in the value of money may be as effectually avoided, 
as if it consisted wholly of the precious metals. 

We shall afterwards endeavour to unfold the principles that deter- 
mine the value of commodities, and, consequently, of money, which is 
nothing whatever but a commodity. And as the observations now made 
seem to be sufficient to give such a general idea of the nature and 
functions of money, as is necessary to facilitate the acquisition of a 
knowledge of the principles of Pohtical Economy, the reader is referred 
to the authors who have treated expressly of Money for a further elu- 
cidation of the various questions connected with it. 
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Section III. — Different Employments of Capital and Labour— Agri- 
culture y Manufactures^ and Commerce^ equally advantageous — The 
investment of Capital in different Businesses determined by the Rate 
of Profit which they respectively yield. 

In the previous section, it has been shown, that the increase and 
diminution of capital is the grand point on which national prosperity- 
hinges, — that if you increase capital, you instantly increase the means 
of supporting and employing additional labourers^ — and that if you 
diminish capital, you instantly take away a portion of the comforts and 
enjoyments, and perhaps also of the necessaries, of the productive 
classes, and spread poverty and misery throughout the land 5 and it 
has also beea shown, that the increase or diminution of the rate of 
profit is the great cause of the increase or diminution of capital. Now, 
if such be the case, it seems impossible to resist coming to the conclu- 
sion, that the employments which yield Xhe greatest profit^ or in which 
industry is most productive, are the most advantageous. But Dr. 
Smith, Mr. Malthus, and most other political economists, have objected 
to this standard. They allow that if two capitals yield equal profits, 
the employments in which they are engaged are equally beneficial to 
their possessors j but they contend, that, if one of these capitals be 
employed in agriculture, it will be productive of greater /«^//V- advan- 
tage. It is not, difficult, however, to discover that this opinion rests on 
no good foundation ; and to show that the average rate of profit is, 
under all circumstances, the single and infallible test by which we are 
to judge which employment is most and which is least advantageous. 

A capital may be employed in four different ways ; either, first, in 
the production of the rav/ produce required for the use and consump- 
tion of the society ; or, secondly, in manufacturing and preparing that 
raw produce for immediate use and consumption ; or, thirdly, in trans- 
porting the raw and manufactured products from one plate to another 
according to the demand ; or, fourthly, in dividing particular portions 
of either into such small parcels as suit the convenience of those who 
want them. The capitals of all those who undertake the improvement 
or cultivation of lands, mines, or fisheries, are employed in the first of 
these ways ; the capital of all master-manufacturers is employed in the 
second ; that of all wholesale merchants in the third ; and that of all 
retailers in the fourth. It is difficult to conceive that a capital can be 
employed in any way which may not be classed under some one or 
other of these heads. 

On the importance of the employment of capital in the acquisition 
of raw produce, and especially in the cultivation of the soil, it is un- 
necessary to enlarge. It is from the soil, including under that term 
mines and fisheries, that the matter of all commodities that either 
minister to our necessities, our comforts, or our enjoyments, must have 
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been originally derived. The industry which appropriates the raw 
productions of the earth, as they are offered to us by nature, preceded 
every other. But these spontaneous productions are always extremely 
limited. And it is by agriculture only, that is, by the united applica- 
tion of immediate labour and of capital, to the cultivation of the ground, 
that large supplies of those species of raw produce, which form the 
principal part of the food of man, can be obtained. It is not quite 
certain that any of the species of grain, as wheat, barley, rye, oats, &c. 
have ever been discovered growing spontaneously. But although this 
must originally have been the case, still the extreme scarcity of such 
spontaneous productions in every country with which' we are ac- 
quainted, and the labour which it requires to raise them in consider- 
able quantities, prove beyond all question that it is to agriculture that 
we are almost exclusively indebted for them. The transition from the 
pastoral to the agricultural mode of life is decidedly the most important 
step in the progress of society. Whenever, indeed, we compare the 
quantity of food, and of other raw products, obtained from a given 
surface of a well cultivated country, with those obtained from an equal 
surface of an equally fertile country, occupied by hunters or shepherds, 
the powers of agricultural industry in increasing useful productions 
appear so striking and extraordinary, that we cease to feel surprise at 
the preference which has been so early and generally given to agri- 
culture over manufactures and commerce ; and are disposed to sub- 
scribe without hesitation to the panegyric of Cicero when he says, 
* Omnium autem rerum ex quibus aliquid aquirittir, nihil est agricul- 
tura melius^ nihil uberius^ nihil dulcius^ nihil homine, nihil libera 
dignius! 

But are there really any just grounds for this preference ? Are not 
manufactures and commerce equally advantageous as agriculture.^ It 
is plain, that without agriculture we could never possess any consider- 
able supply of the materials out of which food and clothes are made ; 
but is it not equally plain, that without a knowledge of the arts by 
which these materials are converted into food and clothes, the largest 
supply of them could be of little or no service ? The labour of the 
miller who grinds the com, and of the baker who bakes it, is equally 
necessary to the production of bread, as the labour of the husbandman 
who tills the ground. It is the business of the agriculturist to raise 
flax "and wool ; but if the labour of the spinner and weaver had not 
given them utility, and fitted them for being made a comfortable dress, 
they would have been nearly, if not entirely worthless. Without the 
labour of the miner who digs the mineral from the bowels of the earth, 
we could not have obtained the matter out of which many of our most 
useful implements and splendid articles of furniture have been made ; 
but if we compare the ore when dug from the mine with the finished 
articles, we shall certainly be convinced that the labour of the purifiers 
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and refiners of the ore, and of the artists who have afterwards con- 
verted it to useful purposes, has been quite as advantageous as the 
industry of the miner. 

But not only is it certain that manufacturing industry, or that species 
of industry which fits and adapts the raw produce of nature to our 
use, is requisite to render its acquisition of any considerable value ; 
but it is also certain, that without manufacturing industry this very raw 
produce could never have been obtained in any considerable quantity. 
The labour of the mechanic who fabricates the plough is as efficacious 
in the production of com as the labour of the husbandman who guides 
it. But the plough-wright, the mill-wright, the smith, and all other 
artizans who prepare tools and machines for the husbandmen, are 
really manufacturers, and differ in no respect whatever from those who 
are employed to give utility to wool and cotton, except that they work 
on harder materials. ^ The fixed capital vested in tools and machines 
is the product of the labour of the tool and engine manufacturer ; and 
without the aid of this fixed capital, it is impossible that agricultural 
labour, or that any other sort of laboiu*, could ever have become con- 
siderably productive. 

* Distinguer,' says the Marquis Garnier, ' le travail des ouvriers de 
Tagriculture d'avec celui des autres ouvriers, est une abstraction pres- 
que toujours oiseuse. Toute richesse, dans le sens dans lequel nous la 
concevons, est n^cessairement le r^sultat de ces deux genres de travail, 
et la consommation ne peut pas plus se passer de Tun que de Tautre. 
Sans leur concours simultan6 il ne peut y avoir de chose consommable, 
et par consequent point de richesse. Comment pourrait-on done com- 
parer leurs produits respectifs, puisque, en separant ces deux esp^ces 
de travail, on ne peut plus concevoir de veritable produit, de produit 
consommable et ayant une valeur rdelle ? La valeur du ble sur pied 
resulte de Findustrie du moissonneur qui recueillera, du batteur qui le 
separera de la paille, du meunier et du boulanger qui le convertiront 
successivement en farine et en pain, tout comme elle r^sulte du travail 
du laboureur et du semeur. Sans le travail du tisserand, le lin n'aurait 
pas plus le droit d'etre compte au nombre des 4:ichesses, que Fortie ou 
tout autre vegetal inutile. A quoi pourrait-il done servir de rechercher 
lequel de ces deux genres de travail contribue le plus k I'avancement 
de la richesse nationale ? N'est-ce pas comme si I'on disputait pour sa- 
voir lequel, du pied droit ou du pied gauche, est plus utile dans Taction 
de marcher.'* 

In fact, there is not at bottom any real distinction between agricul- 
tural and manufacturing industry. It is, as has already been shown, a 
vulgar error to suppose that the operations of husbandry add anything 
to the stock of matter already in existence. All that man can do, and 
all that he ever does, is merely to give to matter that particular form 

• DUc9Htt PrtlUninaire, p. 58, to ad. ed. of Smith's Wealth 0/ Nations, by M. Ganiier. 
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or shr.pe which fits it for his use. But it was contended by M. Ques- 
nay and the French economists, and their opinions have in this in- 
stance been espoused by Adam Smith, that the labour of the husband- 
man in adapting matter to our use is powerfully facihtated by the aid 
derived from the vegetative powers of nature, while the labour of the 
manufacturer has to perform everything itself without any such co- 
operation. — * No equal quantity of productive labour, or capital em- 
ployed in manufactures,' says Adam Smith, * can ever occasion so great 
a reproduction as if it were employed in agriculture. In manufactures 
nature does nothing, ma?t does all ; and the reproduction must al- 
ways be proportioned to the strength of the agents that occasion it 
The capital employed in agriculture, therefore, not only puts into mo- 
tion a greater quantity of productive labour than any equal capital em- 
ployed in manufactures, but in proportion, too, to the quantity of pro- 
ductive laboin- which it employs, it adds a much greater value to the 
annual produce of the land and labour of the country, to the real wealth 
and revenue of its inhabitants. 0/ all the ways in which a capital can 
be employed^ it is by far the most advantageous to the society,^ {Wealth 
of Nations y Murray s Reprints, p. 185.) 

This is perhaps the most objectionable passage in the Wealth of 
Nations; and it is really astonishing how so acute and sagacious a 
reasoner as Adam Smith could have maintained a doctrine so manifestly 
erroneous. It is indeed true, that nature powerfully assists the labour 
of man in agriculture. The husbandman prepares the ground for the 
seed, and deposits it there ; but it is nature that unfolds the germ, that 
feeds and ripens the growing plant, and brings it to a state of maturity. 
But does not nature do as much for us in every other department of 
industry? The powers of water and of wind, which move our ma- 
chinery, support our ships, and impel them over the deep, — the pres- 
sure of the atmosphere, and the elasticity of steam, which enable us 
to work the most stupendous engines, are they not the spontaneous 
gifts of nature? In fact, the single and exclusive advantage of ma- 
chinery consists in its having enabled us to press the powers of nature 
into our service, and to make them perform the principal part of what 
would otherwise have been wholly the work of man. In navigation, 
for example, is it possible to doubt, that the powers of nature — the 
buoyancy of the water, the impulse of the wind, and the polarity of the 
magnet, contribute fully as much as the labour of the sailor to waft 
our ships from one hemisphere to another ? In bleaching and fer- 
mentation the whole processes are carried on by natural agents. And 
it is to the effects of heat in softening and melting metals, in preparing 
our food, and in warming our houses, that we owe many of our most 
powerful and convenient instruments, and that these northern climates 
have been made to afford a comfortable habitation. So far, indeed, is 
it from being true that nature does much for man in agriculture, and 
nothing in manufactures, that the fact is nearly the reverse. There 
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are no limits to the bounty of nature in manufactures, but there are 
limits, and those not very remote, to her bounty in agriculture. The 
greatest possible amount of capital might be expended in the construc- 
tion of steam-engines, or of any other sort of machinery, and, after they 
had been multiplied to infinity, the last would be as powerful and as 
efficient in saving labour and producing commodities as the first. Such, 
however, is not the case with the soil. Lands of the first quality are 
speedily exhausted ; and it is impossible to apply capital indefinitely 
even to the best soils, without obtaining from it a constantly diminish- 
ing rate of profit. The rent of the landlord is not, as Adam Smith 
conceived it to be, the recompense of the work of nature remaining, 
after all that part of the product is deducted which can be regarded as 
the recompense of the work of man 1 But it is, as we shall hereafter 
show, the excess of produce obtained from the best soils in cultivation, 
over that which is obtained from the worst — it is a consequence not of 
the increase, but of the diminution of the productive power of the la- 
bour employed in agriculture. 

But if the giving utility to matter be, as it really is, the single and 
exclusive object of every species of productive industry, it is plain that 
the capital and labour which is employed in carrying commodities from 
where they are produced to where they are to be consumed ; and in 
dividing them into minute portions, so as to fit the wants of the con- 
sumers, is really as productive as either agriculture or manufactures. 
The labour of the miner gives utility to matter — to coal for example — 
by bringing it from the bowels of the earth to its surface ; but the la- 
bour of the merchant, or carrier, who transports this coal from the 
mine whence it has been dug to the city, or place where it is to be 
burned, gives it a further, and perhaps a more considerable value. We 
do not owe our fires exclusively to the miner, or. exclusively to the coal 
merchant. They are the result of the conjoint operations of both, and 
also of the operations of all those who have furnished them with the 
tools and implements used in their respective employments. 

Not only, however, is it necessary that commodities should be 
brought from where they are produced to where they are to be con- 
sumed, but it is also necessary that they should be divided into such 
small and Convenient portions, that each individual may have it in his 
power to purchase the precise quantity of them he is desirous of ob- 
taining. * If,' says Adam Smith, * there was no such trade as a butcher, 
every man would be obliged to purchase a whole ox or a whole sheep 
at a time. This would generally be inconvenient to the rich, and much 
more so to the poor. If a poor workman was obliged to purchase a 
month's, or six months' provisions at a time, a great part of the stock 
which he employs as a capital in the instmments of his trade, or in the 
furniture of his shop, and which yields him a revenue, he would be 
fprced to place in that part of his stock which is reserved for imm^- 
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diate consumption, and which yields him no revenue. Nothing can 
be more convenient for such a person than to be able to purchase his 
subsistence from day to day, or even from hour to hour, as he wants 
it. He is thereby enabled to employ almost his whole stock as a ca-r 
' pital. He is thus enabled to fumish work to a greater value,, and the 
profit which he makes by it in this way much more than compensates 
the additional price which the labour of the retailer gives to the goods. 
The prejudices of soipe political writers against shopkeepers and trades- 
men are altogether without foundation. So far is it from being neces- 
sary, either to tax them, or to restrict their numbers, that they caii 
never be multiplied so as to hurt the public interests, though they may 
be so as to hurt their own individual interests. The quantity of grocery 
goods, for example, which can be sold in a particular town, is limited 
by the demand of that town and its neighbourhood. The .capital, there- 
fore, which can be advantageously employed in the grocery trade, can- 
not exceed the capital required to purchase.and retail these goods. If 
this capital is divided between two different grocers, their competition 
will obviously tend to make both of them sell cheaper than if it were 
in the hands of one only ; and if it were divided among twenty, their 
competition would be just so much the greater, and the chance of their 
combining together in order to raise the price just so much the less. 
Their competition might, perhaps, ruin some of themselves ;- but to 
take care of this is the business of the parties concerned, and it may 
safely be trusted to their discretion. It can never hurt either the con- 
sumer or the producer ; on the contrary, it must tend to make the re- 
tailers both sell cheaper and buy dearer, than if the whole trade was 
monopolized by one or two persons. Some of them, perhaps, may 
occasionally decoy a weak customer to buy what he has no occasioa 
for. This evil is, however, of. too little importance to deserve the pub- 
lic attention, nor would it necessarily be prevented by restricting their 
niunber.' {Wealth of Nations, Murray's Reprints, p. i68.) 

Thus it appears, that all the modes in which capital can be employed 
in productive industry, or, in other words, that the raising of raw pro- 
duce, the fashioning of that raw produce after it is raised into useful 
and desirable articles, the carrying of the raw and manufactured pro- 
ducts from one place to another, and the retailing of them in such por- 
tions as may suit the public demand, are equally advantageous : thaA 
is, the capital and labour employed in any one of these departments 
contributes equally with the capital and labour employed in the others 
to increase the mass of necessaries, conveniences, and luxuries* 
Without a previous supply of raw produce, we could have no manu- 
factures ; and without manufactures and commercial iixdustry, the 
greater part of this raw produce would be entirely worthless, and could 
neither satisfy our wants nor contribute to our comforts. Manufac- 
turers and merchants are to the body politic what the digestive powers 
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are to the human body. We could not exist without food ; but the 
lai:gest supplies of food cannot lengthen our days when the machinery 
by which nature adapts this food to our use, and incorporates it with 
our body, is vitiated and deranged. Nothing, therefore, can be more 
silly and childish than the estimates that are so frequently put forth of 
the comparative advantages of agricultural, manufacturing, and com- 
mercial industry. They are all intimately and indissolubly connected, 
and depend upon,* and grow out of each other. ' Land and trade,' to 
borrow the just and forcible expressions of Sir Josiah Child, *are 
TWINS, and have always, and ever will, waxe and wan together. It can- 
not be ill with trade but lands will fall, nor ill with lands but trade will 
feel it' This reasoning cannot be controverted ; and on its authority, 
we are entitled to condemn every attempt to exalt one species of indus- 
try, by giving it factitious advantages at the expense of the rest, as 
being alike impoUtic and pernicious. No preference has ever been 
given, or can be given, to agriculturists over manufacturers and mer- 
chants, or to manufacturers and merchants over agriculturists, without 
occasioning the most extensively ruinous consequences. Men ought, 
in every instance, to be allowed to follow their own inclinations in the 
employment of their stock and industry. Where industry is free, the 
interest of individuals can never be opposed to the interests of the pub- 
lic. When we succeed best in increasing our own wealth, we must 
necessarily also succeed best- in increasing the wealth of the state of 
which we are subjects. 

This mutual dependence of the different branches of industry on each 
other, and the necessity of their co-operation to enable mankind to 
make any considerable progress in civilization, have been ably illus- 
trated in one of the early numbers of the Edifiburgh Review. ' It 
may safely be concluded, that all those occupations which tend to sup- 
ply the necessary wants, or to multiply the comforts and pleasures of 
human life, are equally productive, in the strict sense of the word, and 
tend to augment the mass of human riches, meaning, by riches, all 
those things which are necessary, or convenient, or delightful to man. 
The progress of society has been productive of a complete separation 
of employments originally united. At first, every man provided, as 
well as he could, for his necessities as well as his pleasures, and for 
all his wants, as well as all his enjoyments. By degrees a division of 
these cares was introduced ; the subsistence of the community became 
the province of one class, its comforts of another, and its gratifications 
of a third. The different operations subservient to the attainment of 
each of these objects were then entrusted to different hands ; and the 
universal establishment of barter connected the whole of these divi- 
sions and subdivisions together — enabled one man to manufacture for 
all, without danger of starving by not ploughing or hunting, and an- 
other to plough or hunt for all, without the risk of wanting tools or 
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clothes by not manufacturing. It has thus become as impossible to 
say exactly who feeds, clothes, or entertains the community, as it 
would be to say which of the many workmen employed in the manu- 
facture of pins is the actual pin-maker, or which of the farm-servants 
produces the crop. All the branches of useful industry work together 
to the common end, as all the parts of each branch co-operate to its 
particular object If you say that the farmer feeds the community, 
and produces all the raw materials which the other classes work upon, 
we answer, that unless those other classes worked up the raw mate- 
rials, and supplied the farmer's necessities, he would be forced to allot 
part of his labour to this employment, whilst he forced others to assist 
in raising raw produce. In such a complicated system, it is clear 
that all labour has the same effect, and equally increases the whole 
mass of wealth. Nor can any attempt be more vain than theirs who 
would define the particular parts of the machine that produce the 
motion, which is necessarily the result of the whole powers combined^ 
and depends on each particular one of tlie mutually connected mem- 
bers. (Vol. iv. p. 362.) 

Much has been said respecting the extraordinary mortality of large 
manufacturing establishments. The ready communication of conta- 
gion where people are crowded together — the want of sufficient ventila- 
tion — the confinement of children — and the positive unhealthiness of 
some particular processes, are circumstances from which most writers 
have been led to infer that the mortality in manufacturing cities must 
be unusually great, without giving themselves the trouble to inquire 
whether the fact really was so. The returns under the population acts 
have shown the fallacy of these opinions. The proportion of manufac- 
turers to the whole population of Great Britain was vastly greater in 
1810 and 1820 than in 1780 ; and yet, notwithstanding the extraordi- 
nary increase of what we have been in the habit of considering un- 
healthy employments, the average mortality in England and Wales in 
1 8 10 was only one in every 52, and in 1820 only one in every 58 of 
the existing population, whereas in 1 780 it was one in every 40 ! The 
diminution of mortality has been going on gradually since 1750 ; and 
has doubtless been owing partly to the greater prevalence of cleanli- 
ness and sobriety among the poor, and the improvements that have 
been made in their diet, dress, and houses, partly to the drainage of 
bogs and marshes;* and partly, and since 1800 chiefly, perhaps, to the 
discoveries in medical science, and the extirpation of the small-pox.t 
But whatever may be the causes of this increased healthiness, there is 
abundant evidence to show that they have not been counteracted by 
the extension of manufactures. On the contrary, the healthiness of 

* The effect of marshes in increasing mortaliky is still strongly felt in the fenny counties of 
Lincoln, Cambridge, &c. Milne on Annuities^ ii. p. 453. 

\ The dysentery, formerly so very fatal, has now almost disappeared. Heberden on iJie /«- 
crease an4 Decrease of Diseases^ p. 3^^. 
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Ihe inhabitants of cities and towns, where manufactures are almost 
exclusively carried on, has increased in a much greater proportion than 
the healthiness of the inhabitants of the agricultural districts. In 
Manchester, for example, where the average mortality in 1770 was one 
in 28,* it is now reduced to less than one in 43 ; and a similar im- 
provement has taken place in Glasgow, Paisley, and all the other 
large manufacturing towns. It is certain, too, that much of this di- 
minution of mortality is a direct, and not an indirect consequence 
of the improvement and diffusion of manufactures. Every one 
knows of what vast importance it is to health that the poor should 
have the means of providing themselves with comfortable clothes at a 
cheap rate. And this is one of the many advantages which improve- 
ments in manufacturing industry always bring along with them. The 
reduction in the price of cotton goods only, occasioned by the greater 
facility with which they are now produced, has enabled the poorest in- 
dividuals to clothe themselves in a warm, clean, and elegant dress ; 
and has thus been productive of an increase of comfort and enjoyment, 
of which it is extremely difficult for us, who have so long experienced 
its beneficial effects, to estimate the extent. 

The effect of the extreme subdivision of labour in manufacturing 
establishments, and the exclusive attention which it requires a work- 
man to bestow on one single operation, has been supposed to exert a 
most pernicious influence on his mental faculties. The genius of the 
master is said to be cultivated, but that of the workman to be con- 
demned to perpetual neglect. Most mechanical arts, we are told, 
succeed best under a total suppression of sentiment and reason, A 
habit of moving the hand or the foot is said to be independent of 
either ; and the workshop has been ingeniously compared to an 
engine, the parts of which are men ! (Ferguson on Civii Society, 
P' 3030 Adam Smith who has given so admirable an exposition of the 
benefits which society has derived from the division of labour, has 
notwithstanding concurred with the popular prejudices on this subject; 
and has gone so far as to affirm that constant application to one par- 
ticular occupation in a large manufactory, 'necessarily renders the 
workman as stupid and ignorant as it is possible to make a human 
being^ Nothing can be more marvellously incorrect than these repre- 
sentations. Instead of its being true that the workmen employed in 
manufacturing establishments are less intelligent and acute than 
those employed in agriculture, the fact is distinctly and completely the 
reverse. The weavers, and other mechanics of Glasgow, Manchester, 
and Birmingham, possess infinitely more general and extended infor- 
mation than is possessed by the agricultural labourers of any county 
in the empire. And this is really what a more unprejudiced inquiry 
into the subject would have led us to anticipate. The various occu- 

* pr. Percival's Obfefvatioifs ok the ^taU oj the ro^ulaiiQ:: in Mar.chester, p. ^ 
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pations in which the husbandman is made successively to engage, 
their constant liability to be affected by so variable a power as the 
weatiier, and the perpetual change in the appearance of the objects 
which daily meet his eyes, and with which he is conversant, occupy 
his attention, and render him a stranger to that ennui and desire for 
extrinsic and adventitious excitement which must ever be felt by those 
who are constantly engaged in burnishing the point of a pin, or in per- 
forming the same endless routine of precisely similar operations. 
This want of excitement cannot, however, be so cheaply or effectually 
gratified in any other way as it may be by cultivating — that is, by 
stimulating the mental powers. The generality of workmen have no 
time for dissipation ; and if they had, the wages of labour in all old 
settled and densely peopled countries are too low, and the propensity 
to save and accumulate too powerful, to permit any very large pro- 
portion of them seeking to divert themselves by indulging in riot and 
excess. They are thus driven to seek for recreation in mental excite- 
ment ; and the circumstances under which they are placed afford them 
every possible facility for amusing and diverting themselves in this 
manner. By working together, they have constant opportunities of 
entering into conversation ; and a small individual contribution enables 
them to obtain a large supply of newspapers and of the cheaper class 
of periodical publications. But whatever difference of opinion may 
exist respecting the cause^ there can be no doubt of the fact, that the 
intelligence of the workmen employed in manufactures has increased 
according as their numbers have increased, and as their employments 
have been more and more subdivided. There is no ground for sup- 
posing that they ever were less intelligent than the agriculturists ; 
but, whatever may have been the case formerly, no one will now ven- 
ture to affirm that they are inferior to them in intellectual acquire- 
ments, or that they are mere machines without sentiment or reason. 
Even Mr. Malthus, whose leanings are all on the side of agriculture, 
has justly and eloquently observed, that, ^ most of the effects of manu- 
factures and commerce on the general state of society are in the 
highest degree beneficial. They infuse fresh life and activity into all 
classes of the state, afford opportunity for the inferior orders to rise by 
personal merit and exertion, and stimulate the higher orders to depend 
for distinction upon other grounds than mere rank ^nd riches. They 
excite invention ; encourage science and the useful arts ; spread in- 
telligence and spirit ; inspire a taste for conveniences and comforts 
among the labouring classes ; and, above all, give a new and happier 
structure to society, by increasing the proportion of the middle classes 
— that body on which the liberty, public spirit, and good government 
of every country must mainly depend.' {On the Effects of the Corn 
Laws, p, 2g.) 
Thus, then, we arrive, by a different route, at the same result we 
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have already endeavoiired to establish. The inextinguishable passion 
for gain — the auri sacra fames — will always induce capitalists to 
employ their stocks in those branches of industry which yield, all things 
considered, the highest rate of profit. And it is clear to demonstration, 
that those employments which yield the highest profits are always 
those in which it is most for the public interest that capital should be 
invested. The profits of a particular branch of industry are rarely 
raised except by an increased demand for its produce. Should the 
demand for cottons increase, there would be an increased competition 
for them ; and as their price would, in consequence, be augmented, 
the manufacturers would obtain comparatively high profits. But the 
rate of profit in different employments has a natural tendency to 
equality ; and it can never, when monopolies do not interpose, con- 
tinue either permanently higher or lower in one than in the rest. As 
soon, therefore, as the rise in the price of cottons had taken place, ad- 
ditional capital would begin to be employed in* their production. The 
manufacturers engaged in the cotton trade would endeavour to borrow 
additional capital, and the capitalists who were engaged in less lucra- 
tive employments would gradually contract their businesses, and trans- 
fer a portion of their stock to where it would yield them a larger 
return. The equilibrium of profit would thus be again restored For 
the additional capital employed in the production of cottons, by pro- 
portioning their supply to the increased demand, would infalUbly 
reduce their price to its proper leveL Such is the mode in which the 
interests of individuals are, in every case, rendered subservient to 
those of the public. High profits attract capital ; but high profits in 
particular businesses are the effect of high prices ; and these are always 
reduced, and the commodities brought within the command of a 
greater number of purchasers, as soon as additional capital has been 
employed in their production. It is clear, therefore, that that employ- 
ment of capital is the best which yields the greatest profit ; and hence 
if two capitals yield equal profits, it is a plain proof that the depart- 
ments of industry in which they are respectively invested, however 
much they may differ in many respects, are equally beneficial to the 
country. Nothing can be more nugatory than to apprehend that the 
utmost freedom of industry can ever be a means of attracting capital 
to a comparatively disadvantageous employment. If capital flows to 
manufactures or commerce rather than to agriculture, it can only be 
because it has been found to yield laiger profits to the individual, 
and consequently to the state. 

Having thus endeavoured to unfold the circumstances most favour- 
able for the production of wealth, the natural order of our subject 
would lead us, in the next place, to investigate the circumstances which 
determine the increase of population. But, before entering on this 
inquiry, I shall endeavour to vindicate the doctrines already laid down 
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from some objections that have been stated against them, by showing, 
that the extension and improvement of machinery is always advanta- 
geous to the labourer, and that it is not the cause oi gluts. 



Section IV. — Improvements in Machinery similar in their Effects 
to Improvements in the Skill and Dexterity of the Labourer — Do 
not occasion a Glut of Commodities — Sometimes force Worknun to 
change their Employments^ but have no tendency to lessen the effec- 
tive demand for Labour — Case supposed by Mr, RicardOy with respect 
to Machinery y possible ^ but exceedingly unlikely ever to occur — The 
True Cause of Gluts, 

Before proceeding to examine the various bad consequences that 
have been supposed to result from the indefinite extension and im- 
provement of machinery, it may be observed, that the same con- 
sequences would equally result from the continued improvement of 
the skill and industry of the labourer. If the construction of a 
machine that would manufacture two pairs of stockings for the same 
expense that had previously been required to manufacture one pair, 
be under any circumstances injurious to the labourer, the injury would 
be equal were the same thing accomplished by increased dexterity 
and skill on the part of the knitters ; — if, for example, the females 
who have been in the habit of knitting two or three pairs of stockings 
in the week, should in future be able to knit four or six pairs. There 
is obviously no difference in these cases. And if the demand for 
stockings was already sufficiently supplied, M. Sismondi could not, 
consistently with the principles he has advanced, {Nouveaux Prin- 
clpeSy II. p. 318,) hesitate about condemning such an improvement as 
a very great evil — as a means of throwing half the people engaged in 
the stocking manufacture out of employment. The question respect- 
ing the improvement of machinery is, therefore, at bottom, the same 
with the question respecting the improvement of the science, skill, 
and industry of the labourer. The principles which regulate our 
decision in the one case, must also regulate it in the other. If it be 
advantageous that the skill of the labourer should be indefinitely 
extended — that he should be enabled to produce a vastly greater 
quantity of commodities with the same, or a less, quantity of labour, 
it must also be advantageous that he should avail himself of the 
assistance of such machines as may most effectually assist him in 
bringing about that result. 

In order the better to appreciate the effects resulting either from 
the increased manual skill and dexterity of the labourer, or from an 
improvement in the tools or machines used by him, let us suppose 
that the productive powers of industry are universally augmented, 



M^CDLLOCH^S PktNCtPL^S OF POWflCAl ECOJ^OMi^, $i 

and that the workmen engaged in every different employment can, 
with the same exertion, produce ten times the quantity of commodi- 
ties as at present : Is it not evident that this increased faciFity of 
production would increase the wealth and enjoyments of every indi- 
vidual in a tenfold proportion ? The shoemaker who had formerly 
only manufactured one pair of shoes a day, would now be able to 
manufacture teft pairs. But as an equal improvement would have 
taken place in every other department of industry, he would be able 
to obtain ten times the quantity of every other product in exchange 
for his shoes. In a country thus circumstanced, every workman 
would have a great quantity of his own work to dispose of, beyond 
what he had occasion for ; and as every other workman would be in 
the same situation, each would be enabled to exchange his own goods 
for k great quantity, or, what comes to the same thing, for the price 
of a great quantity of those of others. The condition of such a 
society would be happy in the extreme. All Hie necessaries, luxuries, 
and conveniences of life, would be universally diffused. 

It may, however, be asked, would the demand be sufficient to take 
off this increased quantity of commodities ? — Would their excessive 
multiplication not cause such a glut of the market, as to force their 
sale at a lower price than would be required to repay even the dimin- 
ished cost of their production ? But it is not necessary, in order to 
render an increase in the productive powers of labour advantageous to 
society, that these powers should always be fully exerted. If the 
labourer's command over the necessaries and comforts of life were 
suddenly raised to ten times its present amount, his consumption as 
well as his savings would doubtless be very greatly increased ; but it 
is not at all likely that he would continue to exert his full powers. 
In such a state of society workmen would not be engaged twelve or 
fourteen hours a day in hard labour, nor would children be immured 
from their tendeiest years in a cotton-milL The labourer would then 
be able, without endangering his means of subsistence, to devote a 
greater portion of his time to amusement, and to the cultivation of his 
mind. It is only where the productive powers of industry are com- 
paratively feeble— where supplies of food have to be drawn from soils 
of the fourth or fifth degree of fertility — and where the population is 
in excess, that workmen are compelled to make these excessive exer- 
tions. High wages are only advantageous because of the increased 
comforts they bring along with them ; and of these, an addition to 
the time which may be devoted to purposes of amusement, is cer- 
tainly not one of the least Wherever wages are high, and little 
subject to fluctuation, the labourers are found to be active, intelligent, 
and industrious. But they do not prosecute their employments with 
the same intensity as those who are obliged, by the pressure of the 
severest necessity, to strain every nerve to the utmost. They are 
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enabled to enjoy their intervals of ease and relaxation ; and they 
would be censurable if they did not enjoy them. 

Suppose, however, that the productive powers . of industry are in- 
creased ten times ; nay, suppose they are increased ten thousand 
times, and that they are exerted to the utmost, still it is easy to see 
they could not occasion any lasting glut of the market. It is true, 
that those individuals who are most industrious may produce conmio- 
dities which those who are less industrious — who prefer indolence to 
exertion — may not have the means of purchasing, or for which they 
may not be able to furnish an equivalent But the glut arising from 
such a contingency must speedily disappear. Every man's object, in 
exerting his productive powers, must be either directly to consume the 
produce of his labour himself, or to exchange it for such commodities 
as he wishes to obtain from others. If he does the last — if he pro- 
duces commodities, and offers them in exchange to others who are 
unable to furnish him -with those he is desirous of obtaining, he is 
guilty of a miscalculation — ^he should either have offered them in 
exchange to others, or he should have applied himself directly to pro- 
duce the commodities he wanted: And if government do not interfere 
to relieve him from the consequences of his error, he will, if he cannot 
attain his object by the intervention of an exchange, immediately set 
about changing his employment, and will produce such commodities 
only as he means to consume. It is clear, therefore, that an univer- 
sally increased facility of production, can never be the cause of a per- 
manent overloading of the market. Suppose that the amount of 
capital and industry, engaged in every different employment in this 
country, is adjusted according to the effectual demand, and that they 
are all yielding the same net profit ; if the productive powers of 
labour were universally increased, the commodities produced would all 
preserve the same relation to each other. Double or triple the 
quantity of one commodity would be given for double or triple the 
quantity of every other commodity. There would be a general aug- 
mentation of the wealth of the society ; but there would be no excess 
of commodities in the market ; the increased equivalents on the one 
side being precisely balanced by the increased equivalents on the 
other. But if, while one class of producers were industrious, another 
class chose to be idle, there would undoubtedly be a temporary excess. 
It is clear, however, that this excess arises entirely from the deficient 
production of the idle class. It is not a consequence of production 
being too much increased, but of its being too little increased. 
Increase it more — make the idle class equally productive with the 
others, and then they will be able to furnish them with equivalents 
for their commodities, and the surplus will inunediately disappear. 
It is in vain that Mr. Malthus attempts to meet this reasoning by 
supposing the existence of an indisposition to consume. There is no 
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such indisposition in any country in the world ; — not even in Mexico, 
to which Mr. Malthus has specially referred {Princ. of PoliU Econ, p. 
382.) The indisposition is not to consume, but to produce. In 
Mexico, as elsewhere, no one is entitled to consume the products of 
the industry of others, unless he furnishes them with an equivalent ; 
but the Mexican prefers indolence to the gratification which the 
commodities he might procure by means of his labour would afford 
him. Mr. Malthus has mistaken this indisposition to produce, for an 
indisposition to consume ; and has, in consequence, been led to deny 
the proposition, that effective demand depends upon production. 

Mr. Makhus has justly stated, that the demand for a commodity de- 
pends * on the will combined with the power to purchase it ,-* that is, 
on the power to furnish an equivalent for it But when did anyone 
hear of a want of will to purchase conmiodities ? If the will alone 
could procure the necessaries and luxuries of life, every beggar would 
become as rich as Croesus, and the market would constantly be under- 
stocked with commodities. The power to purchase is the real and the 
only desideratum. — It is the incapacity of furnishing equivalents for 
the products they wish to obtain, that involves so many in want and 
wretchedness. The more, then, that this capacity is increased, that is, 
the more industrious every individual becomes, and the more the fa- 
cility of production is increased, the more wiU the condition of society 
be improved. 

It is quite visionary to suppose that a deficiency of foreign demand 
for the products of industry can ever be occasioned by an increase of 
productive power. Such want of demand, when it does occur, must 
proceed from one or other of the following causes : — It must either be 
a consequence of the comparatively high price of our commodities, or 
of the restrictions which have been imposed on the importation of Bri- 
tish goods into foreign countries, and on the importation of foreign 
goods into Britain. Now, it is obvious that, if the falling off in the 
foreign demand proceeds from ^t first of these causes, it must have been 
infinitely increased had the cost of production continued undiminished. 
If, notwithstanding all the contrivances of our Arkwrights and Watts, 
to save labour and expense in the production of commodities, we are 
still in danger of being undersold by foreigners, it is certain that, with- 
out these contrivances, we should not have been able to withstand their 
competition for a single year. It would be not a little inconsequential, 
first to complain that our goods were too high priced for the foreign 
market, and then to declaim against the only means by whith their 
prices can be reduced, and the demand increased ! 

It is not to increased facilities of production, but to the restraints 
imposed on the freedom of trade, that those commercial revulsions, we 
have so frequently experienced, are really to be ascribed. The inhabi- 
tanU of Poland, Sweden, France, China, Brazil, &c. are most desirous 
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to exchange their com, timber, iron, wine, silks, tea, sugar, &c. &c. for 
our products. These commodities, too, are particularly well fitted for 
our markets, and form, indeed, the very articles our merchants are 
most anxious to import. It is plain, therefore, that the decline that 
has occasionally taken place in the foreign demand for our products, 
has not been owing to their excessive supply — for the foreigners are 
both adie and willing to purchase them — but to those impolitic and in- 
jurious regulations which fetter and restrict the freedom of importa- 
tion and exportation in all commercial countries. It is not in our 
power, nor in that of any one country, to give universal freedom to 
commerce. But if we repealed our own restrictive regulations — if, in- 
stead of forcing our people to build their houses of the inferior and ex- 
pensive timber of Canada, we were to allow them to use the better and 
cheaper timber of Norway and Sweden ; — and if, instead of forcing the 
cultivation of poor soils, that yield only a scanty and inadequate return, 
we were to import the comparatively cheap corn of Poland and the 
United States, there can be no doubt that the foreign demand for our 
commodities would be astonishingly increased ; and, what is of per- 
haps still more importance, it would become comparatively steady. 

But it has been said, that any relief which we could derive from the 
adoption of a more liberal commercial system, would only be tempo- 
rary ; that the increased power of production we possess is so vast, 
that we should ere long glut the market of the world with our commo- 
dities ! This, it must be confessed, is rather an improbable supposi- 
tion. But, assuming that we could, by means of our improved ma- 
chinery, manufacture a sufficient supply of cottons to serve the market 
of the world, and even to sink their price below the cost of production, 
it could have no bad consequence, but the reverse. The self-interest 
of the manufacturers would immediately suggest to them the advantage 
of withdrawing a part of their capital, and employing it in some other 
species of industry. After we had reverted to the sound principle of 
free trade, the demand for our commodities would be comparatively 
steady. It would no longer be materially affected by the circumstance 
of our harvests being more or less productive than ordinary, or by any 
of those contingencies which now exert so great an influence on our 
trade. And if it was found that, on an average of two or three years, 
we had not been able to dispose of our cottons, woollens, &c. with a 
sufficient profit, it would be a proof that their production had been car- 
ried to too great an extent ; and as there could be no rational prospect 
of the demand being speedily increased, manufacturers would not be 
tempted, as at present, to linger on in a disadvantageous employment, 
but would transfer a portion of their capitals to other businesses ; and 
the supply of goods being thus diminished, their price would soon rise 
t:) its proper level. 

Still, however, it may be urged that, under a liberal commercial 
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system, we might not only be able to manufacture too much of one, 
but of every commodity demanded by foreigners. But admitting that 
such were the case, still it would not afford any ground whatever for 
doubting, that an increase of the powers of production would even then 
be attended with great and unmixed advantage. If foreigners are un- 
able to furnish us with the equivalents which we wish to obtain in ex- 
change for the products we have sent abroad, we must relinquish the 
production of the exported commodities, and directly produce those 
we intended to import. Now, the real question comes to be — if a 
question can be raised on such a subject— Whether it is advantageous 
that we should be able to produce th6se commodities cheaply, or not ? 
Foreign trade is beneficial, because a country, by exporting the pro- 
duce of those branches of industry in which it has some peculiar ad- 
vantage, is enabled to import the produce of those branches in which 
the advantage is on the side of the foreigner. But, to insure this bene- 
fit, it is not necessary that the whole capital of the country should be 
invested In those particular branches. England can furnish better and 
cheaper cottons than any other country ; but it is not therefore con- 
tended, that she ought to produce nothing but cottons. If she were 
able to furnish the isame supply of cottons as at present with a tenth 
part of the capital and labour, is it not plain that her means of produc- 
ing all other commodities would be prodigiously augmented ? 

But it is contended, that these means would not be put in requisi- 
tion ; and that it is impossible so great a saving of labour could take 
place in a branch of industry employing a million and upwards of peo- 
ple, with any rational prospect of such an increase in the demand for 
labour in other employments, as would take up the hands that would 
be thrown idle. As this is an objection which has been reproduced in 
a thousand different shapes, and on which much stress has been laid, 
it will be proper to examine it somewhat in detail 

I. It is necessary to observe, that an improvement which had the 
effect to sink the price of cottons nine-tenths, — that is, which enabled 
one-tenth of the capital and labour now engaged in that manufacture, 
to produce the same quantity of commodities, could not possibly throw 
the other nine-tenths out of employment. The demand for cottons, 
instead of remaining stationary, would, under such circumstances, be 
very greatly increased. Those who subsist by their labour, and whose 
command over the necessaries and luxuries of life is always compara- 
tively limited, form an inunense majority of the population of every 
country. And any considerable reduction in the price of a commodity 
in general use, has almost always been found to extend the demand for' 
it in a much greater proportion. This has been eminently the case in 
the cotton manufacture itself. It is perhaps impossible to name an- 
other branch of industry in which the powers of production have been 
so much increased ; and yet, it is certain that the extension of the 
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market, consequent upon every new invention to save labour and ex- 
pense, has always occasioned the employment of an additional number 
of hands. Nor, is there any reason to conclude that the effect of im- 
provements in time to come, will be in any respect different from their 
effects hitherto. Such a reduction of price as has been supposed, would 
give our cottons a decided superiority in every market in the world. 
Foreign governments would in vain attempt to prohibit their introduc- 
tion. Cheap goods are always sure to make their way through every 
barrier. — Per medios ire satellites amant, — In the words of Sir Josiah 
Child ; ' They that can give the best price for a commodity^ shall never 
fail to have it by one means or other ^ notwithstanding the opposition of 
any lawsy or interposition of any power by' sea or land; of such force, 
subtilty, and violence, is the general course of traded {Discourse 
about Trade, p. 129. Ed. 1690.) 

But, in the second place, it is not difficult to show, that the advan- 
tages attending the introduction of machinery do not, a& Mr. Malthus 
supposes, at all depend on the market extending in proportion to the 
reduction in the price of commodities. They are equally great in cases 
where no such extension can take place. — Suppose the price of cottons 
were reduced in the proportion of ten to one ; if the demand for them 
could not be extended, it is certainly true, that nine-tenths of the capi- 
tal and labourers engaged in the cotton manufacture would be thrown 
out of that employment : But it is equally certain, there would be a 
proportional extension of the demand for the product of other branches 
of industry. It must be remembered, that the means by which the 
purchasers of cottons formerly paid for those that were high-priced, 
could not be diminished by the facility of their production being in- 
creased and their price reduced. They would still have the same capi- 
tal to employ, and the same revenue to expend. The only difference 
would be, that one pound would henceforth purchase as large a supply 
of cotton goods as ten pounds did before ; and that the remaining nine 
pounds would be applied to the purchase of some other species of com- 
modities. — That they would be so applied is certain ; for although we 
may have enough of one particular commodity, it is absolutely impos- 
sible that we can ever have what we should reckon a sufficient supply 
of all sorts of commodities. There are no limits to the passion for 
accumulation. 

Nee Crasi/oriuna unguam nee Persica Regtia 
Suffieient animo—' 

The portion of revenue that had been set free by the fall in the price 
of cottons, would not be permitted to he idle in our pockets. It would 
unquestionably be applied to purchase an additional quantity of some- 
thing else. The total effective demand of the society would not, there- 
fore, be in the shghtest degree impaired. Whatever capital and labour 
had been disengaged from the manufacturer of cottons, would after- 
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wards be as profitably emi^oyed in the production of those commodi- 
ties, for which there would b*e an equivalent increase of demand : So 
that, after the lapse of such a period as would permit their transfer to 
those new employments, labourers would be in as great demand as 
before, while every individual would be able to obtain ten times the 
former quantity of cottons for the same quantity of labour, or of any 
other commodity whose real value had remained constant. 

It has, however, been contended, that when machinery is employed 
to perform work which has previously been performed by means of 
labourers, the price of th^ commodity is seldom or never diminished 
to such an extent as to render the reduction of price equivalent to the 
wages of the labourers thrown out of employment The invention of 
machinery, says M, Sismondi, (Noveaux Principes, v. ii, p. 325.,^ 
which would produce cottons five per cent, below the present prices, 
would occasion the dismissal of every cotton-spinner and weaver in 
England ; while the increased demand for other commodities, occa- 
sioned by this trifling saving, would barely afford employment for five 
per cent, or one twentieth part of the disengaged hands ; so that were 
an improvement of this kind to take place, the vast majority of these 
persons must either be starved outright, or provided for in the work- 
house. But, in making this statement, M. Sismondi has neglected 
one most important element — he has not told us how his machines 
are to be produced. If, as M. Sismondi has tacitly assumed, the 
machines cost nothing — if, like atmospheric air, they are the free 
gift of Providence, and do not require any labour to produce them — 
then, instead of prices falling five per cent, they would fall to nothings 
and every farthing that had formerly been applied to purchase cottons, 
would be set at liberty, and applied to the purchase of other commodi- 
ties. But if, by stating that the introduction of new machinery has 
reduced the price of cottons five per cent, M. Sismondi means, as he 
must do, that ;^2o,ooo invested in one of his improved machines, will 
produce the same quantity of cottons as ;£2 1,000 employed as circu- 
lating capital, or in the machinery now in use ; then it. is plain, that 
1 1 parts of all the capital formerly employed in the cotton manufacture 
will henceforth be employed in the manufacture of machinery, and 
that the other aV part will form a fund to support the labourers engaged 
in producing the commodities for which, owing to the fall of five per 
cent in the price of cottons, a proportionally greater demand must be 
experienced. In this case, therefore, it is plain that, instead of twenty 
out of every twenty-one labourers employed in thfe cotton manufacture 
being turned out of employment, there would not be a single indivi- 
dual in that situation. But as this reasoning proceeds on the isupposi- 
tion that the machines would last only one year, M. Sismondi might 
still contend, that, if they were fitted to last ten or twenty years, there 
would be a deficiency of employment The truth is, however, that the 
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reverse holds ; and that, instead of being diminished, the demand for 
labour would be increased, according to the greater durability of the 
machines. Suppose profits are lo per cent. ; when a capital of ;^20,ooo 
is invested in a machine calculated to last one year, the good^ pro- 
duced by it must sell for ;^22,ooo, viz. £2000 as profits, and ;£20,ooo 
to replace the machine itself. But if the machine were fitted to last 
ten years, then the goods produced by it, instead of selling for £22jOcx), 
would only sell for ;£3,254, viz. ;^2000 as profits, and ;£ 1,254 to accu- 
mulate as an annuity for ten years, to replace the original capital of 
;£2o,ooo. Thus it appears, that, by introducing a machine constructed 
with an equal capital, which should last fen years instead of one year, 
the prices of the commodities produced by it would be sunk to about one- 
seventh of their former price. The consumers of cottons would, there- 
fore, by means of their equally increased demand for other articles, 
henceforth afford employment for .six-sevenths of the disengaged la- 
bourers. But this is not the only effect that would be produced. The 
proprietor of the machine would have, exclusive of the ordinary profit 
on his capital, at the end of the first year, an additional stock of 
;^ 1,254, or Tffth of the value of his machine, which he must necessarily 
expend in one way or other in the payment of wages ; at the end 
of the second year, this additional revenue or stock would be increased 
to about |th of the value of the machine ; and, in the latter years of 
its existence, it is plain that, instead of having declined, the demand 
for labour must have very nearly doubled. 

It appears, therefore, that no introduction of machines having a ten- 
dency to lower the price and to increase the supply of commodities, 
can possibly diminish the demand for labour, or reduce the rate of 
wages. The introduction of such machines into one employment, 
necessarily occasions an equal or greater demand for the disengaged 
labourers in some other employment. The only hardship which they 
ever impose on the labourer, is, that in some cases they force him to 
change his business. This, however, is not a very material one. A 
person who has been trained to habits of industry and application, can 
be easily moved from one employment to another. The various sub- 
ordinate branches of all the great departments of industry have so 
many things in common, that an individual who has attained to any 
considerable proficiency in one, has seldom much difficulty in attaining 
to a like proficiency in any other. It is easy for a weaver of cotton to 
become a weaver of woollen cloths, or of linen ; and it would require 
a very limited degree of instruction, to teach the maker of a cart or 
plough to construct a thrashing-machine. 

Mr. Malthus, however, is not satisfied with this reasoning. 'In with- 
drawing capital,' he says, * from one employment, and placing it in 
another, there is almost always a considerable loss. Even if the whole 
of the remainder were directly employed, it would be less in amount. 
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Though it might yield a greater produce, it would not command the 
same quantity of labour as before ; and, unless more menial servants 
were used, many persons would be thrown out of employment ; and 
thus the power of the whole capital to comniand the same quantity of . 
labour, would evidently depend upon the contingency of the vacant 
capitals being withdrawn undiminished from their old occupations^ and 
fiijding immediately equivalent employment in ethers. (Prin, of 
Polit, Econ., p. 404.) Mr. Malthus means by this to state, that, al- 
though the effective demand of the society would not be diminished by 
an increased facility of production — for he distinctly admits that no 
such diminution would take place — yet, unless the whole fixed capital 
which had been rendered useless by the improvement, could be with- 
drawn, and invested in some other branch, there would be no means 
of supplying this demand, or of employing the same quantity of labour 
as before. But this objection is grounded on a mistake, into which it 
is not a little surprising Mr. Malthus should have fallen. A manufac- 
turer's power to employ labour does not depend on the entire amount 
of his capital, but on the amount of that portion only which is circulat- 
ing, A capitalist who is possessed of a hundred steam-engines, and 
of ;^5o,ooo of circulating capital, has no greater demand for labour, 
and does not, in fact, employ. a single workman more than the capital- 
ist who has no machinery, and only £sofiOo devoted exclusively to the 
payment of wages. All this portion could, however, be withdrawn ; 
and, as it is by its extent that the extent of the power to employ labour 
is always regulated, it cannot be true, that, when capitals are trans- 
ferred from one business to another, 'many persons would be thrown 
out of employment.' 

It is certainly true, that the individual who is obliged to transfer his 
capital from one business to another, will lose all the profit he 
formerly derived from that portion which cannot be transferred. But, 
is the introduction of improyed machinery to be prevented, because 
the old clumsy machinery previously used may be superseded, and the 
capital invested in it lost ? A few individuals may lose ; but the whole 
society is always sure to derive a great accession of wealth from the 
adoption of every device by which labour can be saved. It has been 
already shown, that neither the power nor the will to purchase com- 
modities, is, or can be diminished by the introduction of machines 
which facilitate production ; and as the power to employ labour de- 
pends on the amount of circulating capital, which can be withdrawn 
without loss, it is plain it could not be diminished. The wages of labour 
would, therefore, continue as high as before, while the reduction in the 
price of commodities would enable these wages to exchange for a 
, greater share of the necessaries and comforts of life. It appears, there- 
fore, however much it may be at variance with the common opinions 
on the subject, that aa improvement in machinery is always mpre 
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advantageous to the labourer than the capitalist In particular cases, 
it may reduce the profits of the latter, and destroy a portion of his 
capital ; but it cannot in any case, diminish the wages of the labourer, 
while it must lower the value of commodities, and thereby improve 
his condition. 

It may be conceded to Mr. Malthus that, were the foreign demand 
for our cottons and hardware suddenly to cease, it might be difficult, 
perhaps impossible, to find equally advantageous einployments for the 
capital and labour that would thus be thrown out of employment. — 
{Prin, o/Polit Econ. p. 411.) But although this is a good reason why 
we should be extremely cautious about adopting such measures as may 
have any tendency to place our foreign customers in a situation to 
manufacture for themselves, or to induce them forcibly to exclude us 
from their markets, it is not easy to see why it should have induced 
Mr.' Malthus to question the advantage of improvements in machinery. 
It still appears to me, that an increased facility of production would be 
as advantageous in a country surrounded by Bishop Berkeley's wall of 
brass, as in a country maintaining an extensive intercourse with all the 
other countries of the world. We can have no motive to induce us to 
export cottons or other products, except a desire to exchange them for 
such commodities as we wish to import from abroad. It is possible, 
however, that foreigners may refuse to give us these commodities in ex- 
change for our cottons and hardware ; and it is plain that, in such a case, 
we must either offer them some other commodity, which they may be 
disposed to accept as an equivalent, or, if that be impossible, we must 
ourselves set about producing the commodities we wish to obtain. 
Now, supposing that we are compelled to have recourse to this latter 
alternative, and that instead of importing the wines of Portugal, the 
sugars of the West Indies, and the com of Poland, we are obliged 
directly to produce these or equivalent articles at home, is it possible 
to doubt that it would be of the greatest advantage were we to dis- 
cover processes whereby we might be able to obtain them, or their 
substitutes, as cheap, or cheaper than before? Mr, Malthus has 
indeed said, that there are no grounds for supposing that such an 
improvement could take place ; and I am not disposed to dissent from 
this opinion. But the question is not, whether the improvement can 
be made, but whether, if made, it would not be greatly and signally 
beneficial ? — and whether every approach to it be not advantageous ? 

It will be observed, that, in arguing this question, it has been 
supposed throughout, that the object which the person who constructs 
a machine has in view, is, to lower the cost of the commodities to be 
produced by its agency, and, consequently, to increase their quantity. 
But Mr. Ricardo has supposed {Prin, of Polit Econ, and Taxation, 
3d. edit. p. 466), that a machine might be introduced, not in the view 
of reducing the cost of commodities, but because it would give its 
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owner the same, or, at all events, but a very little more, net profit, than 
he derived from the employment of labour ; and in such a case there 
can be no doubt, that the immediate effect of the introduction of the 
machine, would be most injurious to the labourer. To render this 
more intelligible, let us suppose that profits are 10 per cent, and that a 
capitalist has a capital of ;^ 10,000 employed in paying the wages of 
workmen who produce him as much cloth as sells at the end of the 
year for ;^ 11,000, that is ;£ 10,000 to replace his capital, and ;^iooo as 
profits. Mr. Ricardo says, that it will be indifferent to this capitalist, 
whether he invests his capital of ;^ 10,000 in a very durable machine, 
that will produce only the one eleventh of the cloth, or as much as will 
yield the £ioqo of profits ; though, if he does this, it is obvious, that 
all the workmen he employed will be turned adrift, and there will no 
longer be either a demand for their services, or a fund for their main- 
tenance. But though such a case is possible, it may, nevertheless, be 
safely affirmed, that it has never hitherto actually occurred, and that it is 
extremely unlikely it ever will. Capitalists never resort to machines, un- 
less when they expect to produce,by their means, the same supply of com- 
modities as before, at a cheaper rate. If they were to act on the prin- 
ciples supposed by Mr. Ricardo, those who had previously been bring- 
ing 110,000 yards of cloth to market, of which, 10,000 were profits, 
would, in future, bring only these 10,000 ; and under such circum- 
stances, every fresh introduction of machinery would inevitably be 
followed by a diminished supply of commodities^ and a rise of prices. 
But the opposite effects, as every one knows, have hitherto always 
followed, and we may confidently predict, will always continue to 
follow, every introduction of machinery. No man would choose to 
invest his capital in a machine from which it could not be withdrawn, 
were it only to yield the same, or but a little more profits, than it did 
when employed in supporting labourers ; for this would be to expose 
his fortune to very considerable hazard from the caprices of fashion, 
at the same time that it would greatly lessen his influence and con- 
sideration in the country. The case supposed by Mr. Ricardo is barely 
possible. In tlie actual business of the world, machines are never 
introduced to lessen, but always to 2M%v£i'tvi\. gross produce j or, which 
is the same thing, they are introduced only when it is believed they 
can supply the existing demand at a cheaper rate than it could be 
supplied before ; and it has been sufficiently proved, that while they 
do this, they can never occasion the least injury to the labourei^ but 
must, on the contrary, be highly beneficial to him. 

It appears, therefore, that the utmost facility of production can 
never be injurious, but must always be attended with the greatest 
advantage. * Augmenter la reproduction anuelle, la porter aussi loin 
qu'elle peut aller, en d^barassant de toute entrave et en animant 
Tactivit^ des hommes, viola le grand but que doit se proposer le gou- 
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vernement.' (Dignan Essai sur VEcon^^Politly p. 134.) An excess of 
one particular commodity may be occasionally produced ; but it is 
quite impossible that there can be too great a supply of every com- 
modity. The fault is not in producing too much, but in producing 
commodities which either do not suit the tastes of those with whom 
we wish to exchange them, or which we cannot ourselves consume. 
If we attend to these two grand requisites, — if we produce such 
commodities only as can be taken off by those to whom we offer them 
for sale, or such as are directly available to our own use, we may 
increase the power of production a thousand or a million of times, 
and we shall be just as free of all excess as if we diminished it in the 
same proportion. Every person in possession of commodities is 
qualified to become a demander. But if, instead of bringing them to 
market, he chooses to consume them himself, there is obviously an 
end of the matter ; and it is plain, that the multiplication of such 
commodities to infinity, could never occasion a glut. Suppose, how- 
ever, that he does not consume them himself— that he wishes to 
obtain other commodities, and that he offers them in exchange. In 
this case — and in this case only— there may be a glut ; but how does 
it arise? Not certainly because there has been an excess of produc- 
tion, but because the producers have not properly adapted their 
means to their ends. They wanted, for example, to obtain silks, and 
they offered cottons in exchange for them : the proprietors of the silks 
were, however, already sufficiently supplied with cottons, and they 
wanted broad cloths. The cause of the glut is therefore obvious : It 
consists not in over production, but in the production of cottons 
which were not wanted, instead of broad cloths which were wanted. 
Let this error be rectified, and the glut will disappear. Even on the 
supposition that the proprietors of silks are not only supplied with 
cottons, but that they are also supplied with cloth, and every other 
commodity which it is in the power of the demanders to produce, 
the principle for which we are contending would not be invalidated. 
For, if those who want silks cannot obtain them in exchange foi 
broad cloths, or such other commodities as they are either possessed 
of, or can produce, they have an obvious resource at hand — they can 
abandon the production of the commodities which they do not want, 
and apply themselves directly to the production of those which they do 
want, or of substitutes for them. In no case, therefore, whether a 
country has or has not an intercourse with its neighbours, or whether 
the market for its commodities can or cannot be extended, can an 
increased facility of production ever be attended with the slightest 
inconvenience. We might with equal truth pretend, that an increased 
fertility of soil and an increased salubrity of climate are injurious. 
Such commodities as arc carried to market, are produced only in the 
view of obtaining others in exchange for them ; and the fact of their 
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being in excess, affords of itself a conclusive proof, that there is a cor- 
responding deficiency in the supply of those they were intended to 
buy, or to be exchanged for. An universal glut of all sorts of com- 
modities is, therefore, impossible : Ev^ry excess in one class must be 
balanced by an equal deficiency in some other. It is not the increase, 
but the wrong application of productive power, the improper adapta- 
tion of means to ends, that is in every case the specific cause of 
gluts. And it is plain that the real and only effectual remedy for this 
evil is to be found in the perfect freedom of industry, and in the 
establishment of a liberal and enlarged system of commercial policy. 
Were we gradually to recur to the sound principle of free trade, and 
to renounce every attempt to foster and encourage one branch of 
industry more than another, the chances of injudicious production 
would be very greatly diminished, and, when it did occur, it would be 
much sooner rectified. Hitherto, when too much capital has been 
attracted to one branch of industry, instead of leaving it to find out 
other channels of investment for itself, Government has generally 
interfered to prev^ent the restoration of that natural equilibrium 
between the price and cost of production which the ardour of specu- 
lation may sometimes derange ; but which the self-interest of those 
concerned will, when let alone, infallibly restore. It is to this inter- 
ference on the part of Government, that nine-tenths of the gluts 
which now occur may be traced^ The restrictive and prohibitive 
system has wrenched society out of its natural position. It has placed 
every thing on an insecure basis. Our com laws, for example, by 
raising the average price of corn in Great Britain to nearly double 
its price in every other country, prevents all exportation in a year of 
unusual plenty until the price has sunk 40 or 50 per cent, below the 
cost of production, or until the agriculturists have been involved in 
the extreme of misery and ruin. Such is universally the case. Every 
artificial stimulus, wh^itever may be its momentary effect on the 
department of industry to which it is applied, is immediately disad- 
vantageous to others, and ultimately ruinous to that which it was 
intended to promote. No arbitrary regulation, no act of the Legisla- 
ture, can add any thing to the capital of the country ; it can only 
force it into artificial channels.. Besides, after a sufficiency of capital 
has flowed into these channels, a reaction must commence. There 
can be no foreign vent for their surplus produce ; and whenever any 
change of fashion, or fluctuation in the taste of the consumers occa- 
sions a falling off in the demand, the warehouses are sure to be filled 
with commodities which, in a state of freedom, would not have been 
produced. The ignorant and the interested always ascribe such gluts 
to an excess of productive power. The truth is, however, that they 
conclusively indicate its diminution ; and that they are the necessary 
and ineyitaye result of ^he application of those poisonous nostrums 
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by which the natural and healthy state of the public economy is 
vitiated and deranged.* 



Section 'W , -^Population always proportioned to the means of Sub- 
sistence — Capacity of the principle of Population to repair the ravages 
of Plagues and Famines — Comparative increase of Capital and 
Population. 

The circumstances most favourable for the production of wealth being 
thus traced and exhibited, we shall now shortly investigate those that 
determine the increase and diminution of man himself. 

From the remotest antiquity down to our own times, it had been 
the uniform policy of legislators to give an artificial stimulus to popu- 
lation, by encouraging early marriages, and bestowing rewards on those 
who had reared the greatest number of children. But the researches 
of Mr. Malthus, who, though not the original discoverer of the princi- 
ples of population, was certainly the first to establish it on a secure 
foundation, have shown the mischievous nature of all such interference. 
They have shown, that every increase in the numbers of the people, 
occasioned by artificial expedients, and which is not either preceded 
or accompanied by a corresponding increase in the means of sub- 
sistence, can be productive only of misery, or of increased mortality : 
— that the difficulty never is to bring human beings into the world, 
but to feed, clothe, and educate them when there ;— that mankind do 
every^yhere increase their numbers, till their multiplication is restrained 
by the difficulty of providing subsistence, and the consequent poverty 
of some part of the society ; — and that, consequently, instead of 
attempting to strengthen the principle of increase, we should invari- 
ably endeavour to control and regulate it. 

If the extraordinary pains most governments have taken to encourage 
the increase of population had not been positively pernicious, it is 
pretty evident they were at any rate quite uncalled for and unnecessary. 
Man does not require any adventitious inducement to stimulate him 
to enter into the matrimonial state. Wherever two persons have the 

* M. Say was the first who showed, in a satisfactory manner, that effective demand depends 
upon production (see his chapter dc Debouches ;) and that gluts are the result of the misap- 
pUcation, and not of the increase, of productive power. The same important principle was 
soon after developed by Mr. Mill ; who has illustrated it with liis accustomed talent, both in 
his admirable tract entitled, Commerce Defended, (p. 8,\) and in his Elements, (p. 222.) 

But, although the estalwishment of this princii)lc is wholly due to the distinguished authors 
just mentioned, it had been noticed by ]J(t.u\ Tuc:;er, in a pamphlet published in 1752, 
{Queries on the Katjiralisation Hill, p. 13 ;) and is very clearly stated in a Tract published 
in 1795 ■' Demand,' says the writer, * is at all times regulated by production, which it never 
can exceed, and whicli it must alv.ays accomij.-iny.— W hile there is production there must be 
demand, nor is it possible to conceive the one uiihoiit the other. To suppose that there may- 
be a production of comnivlities without a demand provided these commodities be of tlie 
right species, and no indi\ idual can have any interest \\\ producing any other— is as absurd as 
to suppose, that the revenues of the several individuals composing the society may be too 
great Igr their consumption.' — ^hctch 0/ the Advance and Decline of Aations, p. 82. 
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means of subsisting, a marriage invariably takes place. ^ The demand 
for men* says Adam Smith, * like that for any other commodity, neces- 
sarily regulates the production of men ; quickens it when it goes on 
too slowly ; and stops it when it advances too fast. It is this demand 
which regulates and determines the state of population in all the 
different countries of the world — in North America, in Europe, and in 
China ; which renders it rapidly progressive in the first, slow and 
gradual in the second, and altogether stationary in the last.' (p» 14.^ 
The widest and most comprehensive experience confirms the truth of 
this remark. Those who inquire into the past and present state of the 
world, will find, that the population of all countries has been invariably 
proportioned to their means of subsistence. Whenever these means 
have been increased, population has also been increased, or been 
better provided for ; and when they have been diminished, the popu- 
lation has been worse provided for, or has sustained an actual diminu^ 
tion of numbers, or both effects have followed. 

But the principle of increase in the human race is so powerful as 
not only to keep the population of the most favoured countries, and 
where industry is most productive, up to the means of subsistence, but 
to give it a strong tendency to exceed them. Not a few of the inhabi- 
tants of those countries that are making the most rapid advances in the 
accumulation of wealth, have to maintain a constant struggle with 
poverty, and are but insufficiently supplied with the articles necessary 
to provide for the wants of a numerous family. Subsistence is the 
grand desideratum. If it be supplied in sufficient abundance, popula- 
tion may safely be left to take care of itself. So far from there being 
the least risk of its falling below the means of subsistence, the danger 
is all on the other side. There are no limits to the 'prolific power of 
plants and animals. They are all endued with a principle which im- 
pels them to increase their numbers beyond the nourishment prepared 
for them. The whole surface of the earth might be gradually covered 
with shoots derived from a single plant ; and though it were destitute 
of all other inhabitants, it might, in a few ages, be replenished from a 
single nation, or even from a single pair. 

* Throughout the animal and vegetable kingdoms,' says Mr. Malthus, 
' nature has scattered the seeds of life with a most profuse and liberal 
hand ; but has been comparatively sparing in the room and nourish- 
ment necessary to rear them. The germs of existence contained in 
this earth, if they could freely develope themselves, would fill millions 
of worlds in the course of a few thousand years. Necessity, that im- 
perious, all pervading law of nature, restrains them within the pre- 
scribed bounds. The race of plants, and the race of animals, shrink 
under this ^reat restrictive law ; and man cannot by any efforts of 
reason escape from it.' (Essay on PopuL, voL u fi, 3, $tk ed.) 

The effect of plagues and epidemic disorders illustrates the powerful 
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Operation of the principle of population in a very striking manner. 
However afflicting these scourges may be to humanity, there is no 
reason to suppose that the world would have been more populous 
than it really is, had they been entirely unknown. So long as the 
means of subsistence are not impaired, the principles of increase 
speedily fills up the vacuum caused by any unusual mortality. The 
diminution of the population improves the circumstances of those who 
survive. By lessening the number of people without lessening the 
capital that is to feed and maintain them, it gives them an increased 
power over subsistence. The period of marriage is, in consequence, 
accelerated, and the number of births proportionally increased. It 
appears from the tables given by M. Messance, in his valuable work 
on the Population of France, that the ravages occasioned by the plague 
of Marseilles, in 1 720, were very soon repaired ; and that, notwith- 
standing the diminution of the population, the marriages became more 
numerous, and were also more fruitful, immediately after the mortality 
had subsided. But the effects which followed the pestilence that 
desolated the Prussian dominions, and the middle parts of Europe, in 
1 710 and 171 1, are still more remarkable. Sussmilch, whose accuracy 
is well known, mentions that, previously to this pestilence, the average 
annual number of marriages, in a district of Prussia which had been 
carefully surveyed, amounted to about 6000 ; and, though the pesti- 
lence is supposed to have swept off a full third of the inhabitants, 
yet, in the year immediately following this excessive mortality, the 
marriages amounted to double their former number, or to about 
12,000 ! (Malthus on Population^ vol. ii, p, 170, ^th ed.) It would 
be easy to produce a thousand similar instances of the prodigious 
activity of the principle of population, and of its capacity to repair the 
most dreadful ravages. It might, for example, have been supposed, 
that the massacres of the revolution, and the bloody wars in which 
France was constantly engaged for more than twenty years, would 
have made a serious inroad on her population. But, instead of being 
diminished, the population of France was considerably increased in 
the interval between the expulsion and restoration of the Bourbons. 
The abolition of the feudal privileges of the nobility, and of the tithes, 
gabelle, corv^es, and other odious and oppressive burdens, improved 
the condition, and stimulated the industry of the people. The means 
of subsistence were greatly increased ; and the new impulse that was 
thus given to the principle of population, was sufficient, not only to repair 
the waste occasioned by the ravages of the guillotine and the sword, 
but to make a further addition, in the course of twenty-five years, of 
about three millions to the numbers existing in 1790. The effects of 
the dreadful plague that raged in London, in 1666, were not percepti- 
ble fifteen or twenty years afterwards. It may even be doubted, 
whether Turkey and Egypt are upon an average much less populous 
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for the plagues which periodically lay them w^ste.' If the number of 
people which they contain be considerably less now than formerly, it 
is rather to be attributed to the tyranny and brutal oppression of the 
Turkish government, which destroys their industry, than to the losses 
they sustain by the plague. The traces of the most destructive 
famines in China, Hindostan, Egypt, and other countries, are very 
soon obliterated ; and the most tremendous convulsions of nature, 
such as volcanic eruptions and earthquakes, if they do not happen so 
frequently as to frighten away the inhabitants, or to destroy their 
industry, have been found to produce almost no effect on the average 
population. {MalthuSyVol, ii,p. \^Z.) 

The extreme importance of controlling the principle of population, 
may be shown by comparing the natural ratio of its increase, with the 
natural ratio of the increase of capital. We have already seen, that 
that portion of the accumulated produce or capital of a country which 
consists of food and clothes, or of the various materials that can be 
made available to the support of man, forms the only fund from which 
the inhabitants of a civilised country can derive any portion of their 
subsistence. And hence it is plain, that if capital has a natural tend- 
ency to increase faster than population, the condition of society must, 
generally speaking, become more and more prosperous : while, on the 
other hand, if population has a tendency to increase faster than capi- 
tal, and if this tendency be not checked by the prevalence of moral re- 
straint, or by the prudence and forethought of the people, it is equally 
plain, that the condition of the people must become gradually more 
and more wretched, until the portion of subsistence, falling to the share 
of the majority, be reduced to the lowest pittance that can possibly 
support mere aninial existence. 

It is not possible to obtain any very accurate estimate of the abso- 
lute quantity of capital in a country at different periods ; but the ca- 
pacity of that capital to feed and support human beings, and the rate 
of its increase, may, notwithstanding, be learned with sufficient accu- 
racy, for our purpose, by referring to the progress of population. It is 
clear from the previous stateriients, that the inhabitants of a country, 
supposing them to have the same, or about the same, command of the 
necessaries and conveniences of life, cannot increase without a corres- 
ponding increase of capital. Whenever, therefore, we find the people 
of a country increasing without any, or with but very little, variation 
taking place in their condition, we may conclude, that the capital of 
that country is increasing in the same, or very nearly the same propor- 
tion. Now, it has been established beyond all question, that the popu- 
lation of several of the States of North America has, after making due 
allowance for immigrants, continued to double for a century past in so 
short a period as twenty, or at most twenty-five years ; and as the 
quantity of necessaries and conveniences, falling to the share of an in- 
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habitant of the United States, has not been materially increased or 
diminished during the last century, this increase of population is a 
proof, that the capital of the country has advanced in a corresponding 
ratio. But in all old settled countries, the increase of capital, and, 
consequently, of population, is much slower. The population of Scot- 
land, for example, is supposed to have amounted to 1,050,000 in 1700; 
and as it amounted to 3,062,294 in 1 861, it would follow, on the prin- 
ciple already stated, that the capital of the country had required about 
160 years to treble.* In like manner, the population of England and 
Wales amounted to 6,064,000 in 1740, and to 20,068,224 ^^ 1861, show- 
ing that the population, and, therefore, the capital of that country, ap- 
plicable to the support of man, or the supply of food, clothes, and other 
articles required for the support of human life, had more than trebled 
in 1 20 years. 

The cause of this discrepancy in the rates at which capital and popu- 
lation advance in different countries, is to be found in the circumstance 
of industry being more productive in some than in others. It is ob- 
vious, that the increase of that portion of the capital of a country, 
which consists of the food and other raw products required for the 
subsistence and accommodation of man, must be very materially in- 
fluenced by the fertility of* the soils that are under tillage. Suppose 
the science of agriculture to be equally advanced in two different coun- 
tries : if the fertility of the soils under cultivation was twice as great in 
the one as in the other, it is evident, that the power of adding to that 
portion of capital which consists of food and other raw materials, and 
which is always the most important, would be twice as great in the 
country where the soil was of the highest, as in that where it was of 
the lowest fertility. It is on this principle, that we .are enabled to ac- 
count for the extraordinarily rapid increase of capital, and, consequently, 
of population, in the United States, and generally in all colonies, planted 
in fertile and thinly-peopled countries. America possesses a bound- 
less extent of fertile, and hitherto unoccupied land ; and her agricul- 
turists, who are acquainted with all the arts and sciences of Europe, 
apply themselves only to the cultivation of the finest soils. Their in- 
dustry is, in consequence, extremely well rewarded. Each fanner has a 
great deal more produce than is required for his own consumption, or 
that of his family ; and as he accumulates the surplus as capital, there 
is a proportionally rapid increase of capital, and, consequently, also of 
population. 

But the situation of Great Britain, and of all old settled and com- 
paratively populous countries, is entirely different. Our most fiertile 
lands have long since been brought under tillage ; and we are now 
obliged to raise whatever additional supplies of food we require, either 

* It has more than trebled in this period ; for the condition of all classes of people has been 
exceedingly improved. 
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by forcing the more fertile lands, or by resorting to such as are of very 
inferior productive power. The consequence is, that agricultural in- 
dustry is here comparatively ill rewarded. A given quantity of labour 
applied to the worst lands under tillage in England, does not certainly 
yield above half the quantity of food, and other raw produce, that it 
would yield were it applied to the cultivation of lands of the same de- 
gree of fertility as the worst that are undw tillage in the western States 
of America ; and hence, it follows, that the undertaker of any work in 
England, who should give the same amount of produce to his men, as 
wages, that is given to labourers in these States, would have a far less 
quantity remaining to himself, and would have a proportionally small 
power of accumulating capital. It is true, that, in the event of wages 
being reduced -when tillage is extended over inferior soils, the share of 
the produce falling to the employers of workmen, is not diminished to 
the same extent that production is diminished. But as the labourers 
must always obtain such a supply of necessaries and. /conveniences as 
is sufficient to enable them to exist, and continue their race, no very 
considerable reduction can, in most cases, be made from wages : and 
in point of fact, it is invariably found, that wherever tillage is widely 
extended over inferior soils, both the amount of produce, and the share 
falling to the capitalists are greatly diminished ; and there is, in con- 
sequence, a comparatively slow increase of capital and population. 

The powerful influence exercised by the quality of the soils under 
cultivation on the productiveness of industry, and, consequently, on 
the accumulation of capital, may be learned as well by tracing the pro- 
gress of cultivation in the same country, as by comparing its state in 
different countries. It is stated, for example, by Messrs. Iveson, Har- 
vey, Wakefield, and other intelligent witnesses examined by the Com- 
mittee of the House of Commons, appointed, in 1822, to inquire into 
the state of agriculture, that the best lands under tillage in England 
yield from thirty-six to forty bushels of wheat per acre, whilst the worst 
lands under tillage only yield from eight to ten bushels. Now, it is 
apparent that, with an equal degree of agricultural skill, there would 
have been four times the quantity of produce obtained by the agency 
of a given quantity of labour, when the best lands in England only 
were cultivated, that will now be obtained by applying the same quan- 
tity of labour to the culture of the worst lands under tillage : and sup- 
posing other things to have been about equal at the two periods, there 
would have been inihe first four iimes the power to accumulate capital^ 
and, consequently, to provide for the wants of a population increasing 
four times as fast as in the latter period. 

It is true, that the difference that has actually obtained in the pro- 
gress of society in England, between the rates at which capital and 
population have increased at different periods, has not been propor- 
tioned to this difference in the quality of the soils successively brought 
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Under cultivation ; and this because the science of agriculture has not 
been stationary, but has been, all the while, making constant advances. 
" It is obvious, however, that if agricultural science had remained in 
the same state, the power of the country to increase its supplies- of 
food, and, consequently, to provide for the principal wants of an in- 
creasing population, would have varied precisely according to the 
variations in the qualities of the soils successively brought under 
cultivation. 

But in countries in the situation of England and the United States, 
whose inhabitants speak the same language, and have a very extensive 
intercourse with each other, all those arts and sciences that are gene- 
rally cultivated in them both, must approach very near to an equality. 
No considerable discovery could be made in agricultural science in 
England without its being immediately communicated to America, nor 
in America without its communication to England ; and, therefore, if 
the lands last taken into cultivation in America be possessed of twice 
or thrice the productive power of those last taken into cultivation in 
England there can be no doubt that agricultural industry in the former 
will be about twice or three times as productive as in the latter : and 
the power which each country will possess of increasing that portion 
of its capital which consists of food and other farm produce will be in 
the same proportion. 

It appears, therefore, that the power or capacity which countries 
possess of producing sufficient supplies of food to feed their inhabi- 
tants, is very different at different stages of their progress. In the ear- 
lier periods, when population is comparatively limited, it being only 
necessary to cultivate the best lands, industry is comparatively pro- 
ductive, and there is a rapid increase both of capital and population : 
But the best lands in every advancing country of moderate extent are 
speedily exhausted ; and, whenever this is the case, recourse must un- 
avoidably be had to those of inferior fertility, to obtain the means of 
providing for an increasing population : And with every inferior quality 
of land brought under- cultivation, a proportional diminution will be 
made in the productiveness of industry, and in the rate at which capi- 
tal and population are advancing. Were cultivation so far extended 
in Kentucky and Louisiana, as to render the lands last subjected to 
tillage in them of no greater fertility than those last cultivated in Great 
Britain, the progress of capital and population would be reduced to 
precisely the same level there and here. 

But while the power of all countries to feed additional inhabita.nts is 
thus progressively diminished, according to the diminished fertility of 
the soils which they must successively bring under cultivation, the 
power possessed by their inhabitants of adding to their numbers, un- 
dergoes no sensible change. That principle, or instinct, which impels 
man to propagate his species, has appeared in all ages and countries 
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SO nearly the same, that it may, in the language of mathematicians, be 
considered as a constant quantity. The same power that has doubled 
the population of America in twenty or twenty-five years, is always 
in Operation ; and if the supplies of food and other articles necessary 
for the support of the people continue to increase as fast as they have 
done, population will most certainly continue to advance in the same 
proportion in all time to come ; or, at all events, until the space re- 
quired to carry on the operations of industry has become deficient. 
But the principle of increase is quite as strong in Yorkshire or Nor- 
mandy as it is in Kentucky or Illinois, and yet it is plainly impossible 
that the population of England or France can be doubled in so short a 
period. Owing to the greater sterility of the soils we are now culti- 
vating, the quantity of produce to b.c divided between the undertakers 
of work in Great Britain and their labourers is much less than in 
America, and both parties have in consequence a less power of pro- 
viding for the wants of a family. These circumstances have had a 
corresponding influence on the habits of our people. They have felt 
that it would be equally ruinous to themselves and their offspring to 
enter into matrimonial connections until they had some reasonable 
prospect of being able to provide for the children that might be ex- 
pected to spring from them. In consequence, marriages are very 
generally deferred to a later period than in America, and a much 
larger proportion of the population find it expedient to pass their lives 
in a state of celibacy. And it is fortunate that this is the case ; it is 
fortunate, that the good sense of the people, and their laudable desire 
to preserve their place in society, has made them control the violence 
of their passions, and disregard the dicta of so many spurious advisers. 
Man cannot possibly increase beyond the means of subsistence pro- 
vided for his support : And, therefore, it is quite obvious and certain, 
that if the natural tendency of population to increase, in countries ad- 
vanced in the career of civilization, and where there is, in consequence, 
a considerably increased difficulty of providing supplies of food, be not 
checked by the prevalence of moral restraint, or by the prudence and 
forethftught of the people, it must be checked by the prevalence of 
vice, misery and famine. There is no alternative. The population of 
every country has a power, supposing food to be adequately supplied, 
to go on doubling every five-and-twenty years : But as the limited 
extent and limited fertility of the soil render it impossible to go on pro- 
ducing food in this ratio, it necessarily follows, that unless the passions 
are moderated, and a proportional check given to the increase of popu- 

:: lation, the standard of human subsistence will not only be reduced to 
the lowest assignable limit, but famine and pestilence will be perpe- 
tually at work to relieve the population of wretches bom only to be 

i^:- starved. 

The only criterion, then, of a real, and beneficial increase in the 
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population of a country, is the increase in the means of its subsistence. 
If these means are not increased, an increase in the number of births 
can be productive only of increased misery and mortality, * Other cir- 
cumstances being the same,' says Mr. Malthus, * it may be affirmed 
that countries ^xq populous according to the quantity of food they can 
produce or acquire ; and happy ^ according to the liberality with which 
this food is divided, or the quantity which a day's labour will purchase. ^ 
Corn countries are more populous than pasture countries, and rice 
countries more populous than corn countries. But, their happiness 
does not depend either upon their being more or less densely peopled, 
upon their poverty or their riches, their youth or their age, but on the 
proportion which the population and the food bear to each others 
{Essay on Population^ vol. ii. p. 214.^ 



PART III. 
DISTRIBUTION OF WEALTH. 

The various methods by which that labour which is the only source of 
wealth may be rendered most productive, and the mutual relation and 
dependence of the different kinds of industry being previously traced 
and exhibited, we now proceed to the third division of our subject, or 
to an investigation of the laws regulating the proportions in which the 
different products of art and industry are distributed among the various 
classes of the people. 

In treating of the production of wealth it was not necessary to in- 
quire, whether the labour required to appropriate and produce com- 
modities, and without the expenditure of which they would be wholly 
destitute of exchangeable value, was the sole limiting principle and 
measure of that value, — or whether it was not partly derived from 
other causes, and partly only from labour. But an acquaintance with 
the circumstances which determine the value of commodities, in all the 
different stages of society, is absolutely necessary to enable us to ascer- 
tain the principles which regulate their distribution. ^ 

Section I.— Value of two sorts— I, Exchangeable Value— How it 
is detcrmined^Conditions required to render a Commodity invariable 
hi its Exchajtgeable Value.— II, Real Value— How it is determined- 
Conditions required to render a Cojnmodity invariable in its Real 
Value— Quantity of Labour required to produce a Commodity 
different from the quantity of Labour for which it will exchange. 
The value of a commodity may be considered in a double point of 
view ; either, ist, in relation to the power or capacity which it pos- 
sesses of exchanging for, or purchasing, certain quantities of labour, or 
of other commodities obtainable only by means of labour ; or 2nd 
in relation to the quantity of labour that has been expended in sit 
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appropriation or production, or that would be required for that pur- 
pose at the period when the investigation is made. 

Value, considered in \hcjirst point of view, is usually denominated 
exchangeable or relative value. 

Value, considered in the second ^omx, of view, may be denominated 
real value. 

It is abundantly obvious, that all commodities, possessed of ex- 
changeable, must also be possessed of real value, and vice vtrsa, 

I. Exchangeable Value.— All commodities which are in demand, 
and which require any portion of voluntary labour to obtain them, are 
possessed of value, — that is, of the power or capacity of exchanging for 
labour or for other commodities : For, to employ labour in the pro- 
duction or appropriation of a commodity, is really to exchange labour 
for it ; and any one commodity which it has required labour to obtairi, 
will naturally be of the same value as, or will have the power tii: 
capacity of exchanging for, any other commodity obtainable only by 
the same quantity of labour. 

But though exchangeable value, or the capacity of exchanging for 
other things, is a quality inherent in all commodities which are not the 
spontaneous productions of nature, it is one that can neither be mani- 
fested nor appreciated, except when they are compared with each 
other, or with labour. It is indeed quite impossible to speak of the 
value of a commodity without either referring to some other commo- 
dity or to labour as a standard. No one article, or product, can have 
any exchangeable value except in relation to some other article or 
product that either is or may be exchanged for it. It would be just as 
correct to talk about absolute height or absolute depth, as about 
absolute value in exchange. A is said to be valuable, or possessed of 
value, because it has the power of exchanging for a given quantity of B 
or C ; and it is evident^ that the quantity of B or C, for which A 
exchanges, forms the. only attainable measure of, or expression for, the 
value of A ; just as the quantity of A forms the only attainable measure 
of or expression for the value of B or C, 

It follows, from the circumstance of exchangeable value being the 
power which a commodity has of exchanging for other commodities or 
for labour, that the exchangeable value of no one commodity can vary 
without occasioning a simultaneous variation in the exchangeable 
value of all those with which it is compared. Suppose that a bushel 
of corn exchanged, in 1820, for five shillings, and that it now exchanges 
for ten shillings : In this case, it is evident that corn has doubled in 
value as compared with silver ; or, which is the same thing, that silver 
has lost a half of its value as compared with com. This case is mutatis 
7nutandis, the identical case of all commodities or products exchanged 
against one another. If A rises, it must be in relation to something 
else, as B ; and if B falls, it must be in relation to something else, as 

8—2 
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A ; SO that it is obviously impossible to change the relation of A to B, 
without at the same time changing that of B to A. 

It appears, therefore, M«/ no commodity can be constant or invari- 
able in its exchangeable value^ unless it will at all times exchange for^ 
or purchase y the same quantity of all other commodities and of labour. 
Suppose A exchanges for one B, two C, three D, &c., its exchangeable 
value will be constant, provided it always preserves itsr present relation 
to them, but not otherwise. And it is obvious, that to communicate 
this constancy of value to A, it would be indispensable that those cir- 
cumstances, whatever they may be, that now determine its relation to, 
or its power to exchange for or purchase the commodities, B, C, D, 
&c. should, in all time to come, continue to exert precisely the same 
relative influence on it and them.* Experience, by exhibiting the ex- 
changeable value of commodities in a state of constant fluctuation, 
sufficiently proves that the circumstances under which they are actually 
produced are widely different in their operation from those now sup- 
posed. Perhaps, however, it may be worth while to observe, that, if 
commodities had been really produced under these circumstances, not 
A only, but every other commodity would have been an invariable 
standard ; just as any given commodity in a market may be used as a 
standard to which to refer the value of all the rest. It is "evident, too, 
that the possession of such an invariable standard would be of no use 
whatever : All that it would teach us would be, that the causes which 
first made A exchange for B, continue to affect them both to the same 
proportional extent ; but of the nature of those causes, and the 
intensity of their operation, we should be left wholly in the dark. 

II. Real Value. — Having thus ascertained that the exchangeable 
value of any one commodity must always be expressed by the relation 
it bears to some other commodity or to labour, the next object that 
claims our attention is the investigation of the circumstances which 
determine this relation, or of the regulating principle of value. Suppose 
A is now equal to B ; if, a month hence, A should become equal to two 
B, the fact of this variation having taken place, would communicate 
nothing that could inform us how it had been occasioned. But, if we 
ascertain the cause why A once exchanged for, or was equal in value 
to B, we shall, by tracing the operation of this cause, be able to arrive 
at some more definite conclusions. 

It has been already seen that no commodity either is or can be 
possessed of value, or of the power of exchanging for anything else, 
unless it is in demand^ and unless some portion of voluntary labour, 
or, as Adam Smith has termed it, of toil and trouble^ has been 
required for its production or appropriation. Demand, therefore, may 

• The conditions essential to the production of an invariable measure of exchangeable 
value were first clearly pointed out in the Dissertation on tfie Nature, Measures, and Causes 
Of I'alm, p. 17. 
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be considered as the ultimate source or cause of both exchangeable 
and real value ; and it is the quantity of labour required to render a 
demand effectual, or the quantity required to produce, or appropriate 
the commodities wanted, that forms the single principle by which their 
realvdlMQ is exclusively regulated and determined. And it will be 
afterwards shown, that when there are no monopolies, and when the 
supply of commodities in the market is exactly proportioned to the 
effectual demand, their exchangeable value is identical with their real 
value. If, then, it should, under such circumstances, be found that 
the power of a commodity. A, to purchase, or exchange for another 
commodity, B, was increased, and if it should also be found that an 
equal increase had taken place in the quantity of labour required to 
produce A, while the quantity required to produce B continued the 
same, we should be entitled to say, that A had increased in exchange- 
able value because it had increased in real value — assuming the toil 
and trouble of acquiring any thing to be the measure of its 'real value, 
or of the esteem in which it is held by its possessor, and, conse- 
quently, of the proportion in which he will exchange it for other things. 
The quantity of commoditiet produced by equal quantities of toil 
and trouble is not always equal : But real value depends on the 
quantity of labour expended^ and not on the mode in which it is 
expended, or on the degree of its productiveness. The various inven- 
tions and discoveries by which the productive powers of labour are 
augmented, add nothing either to its real value, or to that of the 
commodities produced by its means. A da/s labour in a rude state 
of society, when the arts are in their infancy, and the machines used 
by the labourer comparatively inefficient, will undoubtedly yield a very 
different quantity of produce from a day's labour in an advanced and 
civilised period, when the arts arc highly improved, and the most 
powerful machinery universally introduced. Nothing, however, can 
be more obvious than that the sacrifice made by the labourer is just 
as great in the one case as in the other. The variation is not in the 
amount of physical force, or of labour, exerted by the agent that pro- 
duces, but merely in the mode in which that force is applied. But 
however the same quantity of labour may be laid out, and whatever 
may be the amount of its produce, its performance must unavoidably 
occasion the same sacrifice to those by whom it is performed ; and 
hence it is plain, that the products of equal quantities of labour, or of 
toil and trouble, must, however much they may differ in magnitude, 
always be of precisely the same real value. Nothing that is valuable 
can be obtained except by the exertion of a certain amount of labour, 
or of physical force. This is the price that man must pay for ^1 
things not spontaneously furnished by nature ; and it is plainly by the 
magnitude of the price so paid, and not by the magnitude of the 
things themselves, that their real value is to be estimated* 
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So lon^ therefore^ as we consider quantities of labour and commo- 
dities in reference only to one another, without considering them in 
reference to the sacrifice their production or performance imposes on 
man, we have no means by which to ascertain the causes of variation 
in the exchangeable value of commodities. And if it were impossible 
to discover these causes, the science of Political Economy, as now 
understood, could not exist It would be worse than idle to set about 
inquiring into the causes which determine the value of commodities, 
if that value were altogether capricious and dependent on no fixed 
principle. If a commodity. A, for example, exchanges at ojie time for 
a quantity of labour, B, and at another time for twice that quantity, 
the variation may have arisen either from causes exclusively affecting 
A, or exclusively affecting B, or which may have partly affected the 
one and partly the other ; but so long as we compare only the com- 
modity and the quantity of labour together, we shall never be able to 
discover the cause of the variation ; and, as the one must be a 
standard to the other, we might with equal propriety say, either that 
the commodity A had risen, and the labour B fallen in value ; or, if it 
be admitted that real value may exist, we might say that the real value 
of A had remained constant, while that of B had fallen ; or that the 
real value of B had remained constant, while that of A had risen. 

But as soon as we carry our investigations a little farther back, — ^as 
soon as we institute an investigation into the circumstances that limit 
or determine value, — we immediately perceive that given quantities of 
labour are not to be considered in the same light as given quantities 
of its produce, or of commodities : For, whether the quantity of com- 
modities produced by a given amount of labour varies or remains 
constant, the value of that quantity, in the estimation of the producer, 
necessarily remains the same ; and he will always be disposed to 
exchange it for an equal quantity, or the produce of an equal quantity 
of other men's labour. Suppose an individual could produce two 
pecks of wheat by a day's labour in 1820, and that he can now pro- 
duce only one peck by the same quantity of labour ; this one peck 
will be deemed by him, and every one else, to be of exactly the same 
real value that the two pecks were before ; for it has cost the same 
amount of sweat and toil to raise it; and it will, consequently, 
exchange for, or buy the same quantity of those commodities that 
continue to be produced by the same amount of labour as in' 1820, 
than the two pecks did then. 

It appears, therefore, that the exchangeable value of, or the power of 
purchasing belonging to any given commodity, must be measured or 
determined by the quantity of some other commodity, or of labour, for 
which it will exchange ; whereas the real value of a commodity, or the 
estimation in which it is held by its possessor, is measured or deter* 
mined by the quantity of labour required to produce or obtain it. 
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Suppose a bushel of com exchanges for, or is worth a yard of cloth : 
if the quantity of labour required to produce corn should be doubled, 
while that required to produce cloth continued the same, both the real 
and exchangeable value of com, as compared with cloth, would be 
doubled. But suppose that, instead of double the former quantity of 
labour being required to produce corn, it continues to be as easily pro- 
duced as before, while the quantity of labour required to produce cloth 
is reduced a half ; in this case, the real value of cloth, and its ex- 
changeable value, as compared with corn, would be reduced a half ; 
so that, while no variation took place in the real value of com, both 
its real and exchangeable value would, as in the former case, be doubled, 
as compared with cloth.* 

Assuming, then, that the magnitude of the quantities of labour 
expended in the production of commodities is the sole determining 
principle of their r^a/ value, it follows, that, if any commodity required 
at all times the same quantity of labour, or of toil and trouble; for its 
production, it would be invariable in its real value. It is obvious, how- 
ever, that no such commodity can possibly exist. The varying fertility 
of the soils to which recourse must successively be had, and the various 
improvements that are always being made in the application of labour, 
occasion perpetual variations in the quantities of labour required to 
produce all sorts of commodities. And, therefore, it is not to any one 
commodity, or set of commodities, but to some given quantity of 
labour, that we must refer for an unvarying standard oireal value. 

When it is said that a given quantity, or the produce of a given 
quantity of labour, is always of equal real value, it is not meant to 
affirm, that those who buy labour always give the same proportion of 
the produce of an unvarying quantity of labour for the same quantity 
of labour. What is really meant is, that when the market is not 
affected by either real or artificial monopolies, and when the supply of 
commodities is equal to the effectual demand, the comparative quan- 
tities of labour required for their production will determine the pro- 
portions in which their possessors will exchange them for each other, 
and for labour. A commodity produced by a certain quantity of 
labour will, in the state of the market now supposed, uniformly ex- 
change for, or buy any other commodity produced by the same 

* The acute author" of the Templars^ Dialogues, (Lond. Mag.^ May 1824. p. 551), has 
stated, that *It is unpossible for A continually to increase in value — in real value observe — 
and yet conunand a continually decreasing quantity of B.' This passage has been animadverted 
upon by the author of the Critical Dissertation on the Nature, Measures^ and Causes of 
Value. Nothing, however, can be more perfectly correct than the statement in the Dialogues. 
— A and B have been produced by certain quantities of labour ; but more labour is now 
required to produce A, and a still greater proportional quantity to produce B ; under these 
circumstances, A must obviously have increased in real value, or in the estimation of its producers, 
for it has cost them a greater sacrifice of toil and trouble ; but as A has not increased 
so fast in real value as B, it is plain it will now exchange for^ or purchase a less quantity 
of B. It is difficult to conceive how the author of the Dissertation would not have perceived 
this distinction ; but if he had perceived it, he would certainly have spared not a few of the 
remarks he has made on the statements advanced by Mr. Ricardo, as well as by the author of 
the Dialoues. Dissertation on the Nature, &c. p. 41. 
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quantity of labour. It will never, however, exchange for, or buy 
exactly the same quantity of labour that produced it ;* but though it 
will not do this, it will always exchange for, or buy the same quantity 
of labour as any other commodity produced under the same circum- 
stances^ or by means of the same quantity of labour, as itself When a 
capitalist exchanges capital or commodities for labour, he really 
exchanges the produce of labour already performed, for labour to be 
performed. It is obvious, too, inasmuch as there is no fund except 
capital, or the commodities already produced and actually existing in 
a country, to feed and support the labourers engaged in the production 
of new commodities, that the quantity of produce they receive in 
exchange for their labour, or their wages, must vary according to the 
variations in the amount of that capital, and in their number. At one 
period, the labourers may be so numerous, compared with the capital 
that is to maintain them, that a labourer may be willing to offer a 
future day's labour for the existing produce of an hour's labour already 
performed ; while, at another period, the number of labourers, com- 
pared with capital, may be so much reduced, that a labourer may be 
able to obtain the produce of ten hours performed labour for twelve 
hoin-s future labour. But the real, and, in all ordinary states of the 
market, the exchangeable value of those commodities, on which equal 
quaiitities of labour have been laid out, is not in any degree affected 
by these variations. The change is not in the principle that regulates 
and determines value — the physical exertion, or the sweat and toil of 
the labourer — but in what he obtains for it. What he produces, or 
acquires by equal quantities of labour always costs him the same 
sacrifice, and has, therefore, the same real value, whether it be large 
or small. He gives a constant, but receives a variable quantity in its 
stead. 

This distinction must be kept constantly in view. Dr. Smith seems 
to have considered the quantity of labour required to produce a com- 
modity as an equivalent expression for the quantity of labour for -which 
that commodity would exchange ; and that, consequently, it might 
either be said that the real value of A is to the real value of B as the 
quantity of labour required to produce A is to the quantity required to 
produce B, or that the real value of A is to the real value of B as the 
quantity of labour for which A will exchange is to the quantity 
of labour for which B will exchange. But the difference between 
these two propositions is, in most cases, Jiothing less, than the 
difference between what is true, and what is false. And it is to Mr. 
Ricardo's sagacity, in distinguishing between them, and in showing 
that while the first is undeniably correct, the second, instead of being 

• In point of fact, it will always exchange for more ; and it is this excess that const ituin 
^ofits. No capitalist could have any motive to exchange the produce of a given quantity cf 
labour already performed for the produce of the same Quantity of labour to be performei. 
This would be to lend without receiving any interest on the loan. 
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an equivalent proposition, is frequently opposed to the first, and, con- 
sequently, quite inaccurate, that the science is indebted for one of its 
greatest improvements. 

In stating that the quantity of labour required to produce commodi- 
ties is at once the only determining principle and measure of their real, 
and, generally speaking, also of their exchangeable value, it is taken 
for granted, of course, that all sorts of labour are reduced to the same 
common standard of intensity. The inequalities in the physical force 
of those individuals who have attained to their full growth, and who 
are perfectly formed, are in themselves immaterial, and entirely dis- 
appear when considered in a general point of view. Suppose the work 
performed by the generality of full grown men in a given time to 
amount to any certain quantity {x) : if,, on the one hand, the labour of 
a few individuals should amount to a little more than this common 



quantity (to ^+75 or x-\'^, &c.,) it is abundantly certain, that the la- 
bour of as many will, on the other hand, fall as much short of it, (to 

•*■—--; or X ^ &c.) And, therefore, whatever excess may obtam 

10 15' ' 

among one- set of labourers being fully balanced by a corresjionding 
deficiency among another set, it is plain that the common and average 
real value of all sorts of commodities will be precisely proportioned to, 
or coincident with, the common and average quantities of labour re- 
quired for their production. 

It will be shown, in the next section, that the circumstance of cer-* 
tain sorts of labour being of the description which is called skilled, and 
of their being paid at a higher rate than those common sorts that all 
may perform, depends on principles which do not in any degree affect 
at' the correctness of the principle we have been endeavouring to estab- 
lish with respect to the real value of commodities. 
50 The result of these investigations may be thus briefly recapitulated : — 

)>:;• I. That no commodity is possessed of either real or exchangeable 

,;-; value, unless it is in demand, and unless some portion of voluntary 
j,t];, ' human labour has been required for its production or appropriation. 
J oil II. That a commodity which is possessed of r^^/ must also be pos- 

^•tyic- sessed oi exchangeable value, and conversely. 

j.j'e;! III. That the real value of a commodity is always dependent on, 

^ ^:- and exactly proportioned to, the quantity of labour required for its pro- 
■ ^^p duction or appropriation. 

1^55^ IV. That the exchangeable value of a commodity is dependent on, 
^^p and exactly proportioned to, the quantity of any other commodity, or 
.^'; of labour, for which it will exchange. 

.^jjjji But though all commodities possessed of real must also be possessed 
of exchangeable value, the proportion which the one bears to the other 






■fixf is, owing to the operation of monopolies, and of changes in the rela- 



122 INEQUALITY OF WAGES ACCOUNTED FOR, 

tion of the demand for commodities to the supply, susceptible of very 
great variation. If a bushel of wheat and a yard of cloth are each pro- 
• duced by equal quantities of labour, they will be of the same real value ; 
but either an actual or an apprehended scarcity would have the effect 
to make the exchangeable value of corn, or its power of exchanging 
for, or buying other things, greatly exceed that of cloth ; while, on the 
other hand, an unusually abundant harvest, or an unusual demand for 
cloth, would have the effect to raise its exchangeable value in relation 
to com. And hence it is obvious, that though a commodity did exist, 
requiring at all times the same quantity of labour for its production, it 
would not, as has been sometimes supposed, form a standard by which 
to measure variations in the exchangeable value of other commodities, 
or of labour. For, its value in exchange might vary from the influence 
of causes affecting itself, though intrinsic to, and not dependent on the 
quantity of labour required for its production ; or it might vary from 
similar causes, operating on the commodity with which it was to be 
gompared. If A was always produced by the same quantity of labour, 
and if B and C were produced by varying quantities of labour, then, if 
value in exchange depended on nothing else but quantities of labour, 
or if it always bear the same proportion to these quantities, we should 
be able, by comparing B and C with A, to say at once, whether their 
value had remained constant, or to point out the precise extent to which 
it had varied. But, when there are other causes which may affect the 
value of A itself, as well as the values of B and C, it is obvious we 
should not be able, by merely comparing A with the others, to say if a 
variation took place in the relation that had formerly obtained amongst 
them, whether it had been occasioned by causes exclusively affecting 
A, or exclusively affecting B and C, or whether they had all been af- 
fected, though in different degrees. 

But, though it is quite visionary to expect to find what cannot pos- 
sibly exist — an invariable standard of exchangeable value, it is not so 
difficult as might, at first, be supposed, to trace all variations in the ex- 
changeable value of commodities to their proper source. The discrep- 
ancies that obtain between the real and exchangeable value of commo- 
dities, are not arbitrary and capricious. They all depend on a very few 
principles whose operation and effect admit of being clearly exhibited 
and defined. And when this is done, the proportion which the ex- 
changeable value of a commodity bears to its real value, at any given 
period, may be easily determined. 

Having premised these observations on value, I shall now proceed 
to investigate the laws which govern the distribution of the productions 
of art and industry among the different classes of the society, and 'the 
circumstances which determine their exchangeable value in the dif- 
ferent stages of its progress. 
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Section II. — Classes among whichthe Produce of Industry is divided 
— Equality of Wages in all the Different Departments of Industry— 
Equality of Profits — Capitals of every degree of Durability, 
The inhabitants of such countries as have made any considerable pro- 
gress in civilization and the arts, are generally divided into the three 
classes of labourers, capitalists, and landlords ; and whatever may be 
the condition of any society — whether it is rude or refined, rich or poor 
— every person belonging to it, who is not a pauper, or who does not 
subsist on the bounty of others, must be reckoned in one or other of 
these classes. Public functionaries of all sorts, and the various indi- 
viduals engaged in what are called liberal or learned professions, ex- 
change their services for valuable considerations. The whole subsist- 
ence of such persons is derived from wages ; and they are as evidently 
labourers as if they handled a spade or a plough. It is to these three 
classes, therefore, that all the wealth of the world must primarily be- 
long. And hence it is, that the inquiry, with respect to its distribution, 
really resolves itself into an investigation of the laws which regulate 
rent, wages, and profits. 

The differences in the wages paid to the labourers engaged in differ- 
ent employments, and the different rates of profit which the capitals 
invested in them yield to those who carry them on, appear, at first 
sight, to oppose an insuperable obstacle to the establishment of any 
principles that should be generally applicable to them all. Such, how- 
ever, is not the case. The differences in question are apparent only. 
They consist wholly of variations in the amount of money, or commo- 
dities paid to the labourer, or in the rate oi gross profit accruing to the 
capitalist. But, when the other considerations affecting wages are 
taken into account, it will be found that they are really the same, or 
very nearly the same, at any given period, in every employment ; and 
it will also be found, notwithstanding the differences in the rate of 
gross profit, that the rate of net profit is the same at any given period 
in all employments ; or that the vacations are very trifling. 

I. Equality op the Wages op Labour in different 
Employments. — If all employments were equally agreeable and healthy, 
if the labour to be performed ill each of them was of the same intensity, 
and if they all required the same degree of dexterity and skill on the 
part of the labourer, it is evident, supposing industry to be quite free, 
there could be no permanent or considerable difference in the rate of 
wages paid to the labourers engaged in different businesses : For if, on 
the one hand, those employed in a particular business were to earn 
Tnore than their neighbours, there would be an influx of labourers into 
that particular business, until the increased number of hands had 
reduced wages to their common level ; and if, on the other hand, those 
employed in a particular business were to earn less than their neigh- 
bours, there would be an efflux of labourers from it, until in conse- 
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quence of the diminished number of hands, wages had been raised to 
the same level. In point of fact, however, the intensity of the labour 
to be performed in different employments, the degree of skill required 
to carry them on, their healthiness, and the estimation in which they 
are held, differ exceedingly ; and these varying circumstances necessa- 
rily occasion proportional differences in the rate of wages paid to 
different classes of workmen. Wages are a compensation given to the 
labourer for the exertion of his physical powers, or of his skill, or 
ingenuity. They must, therefore, vary according to the greater severity 
of the labour to be performed, and to the degree of skill and ingenuity 
required. A jeweller or engraver, for example, must be paid a higher 
rate of wages than a common servant or a scavenger. A long course 
of training is necessary to instruct a man in the business of jewelling 
and engraving ; and if the cost of his training were not made up to him 
in a higher rate of wages, he would, instead of learning so difficult an 
art, addict himself, in preference, to such employments as hardly 
require any instruction. Hence it is that the discrepancies that actually 
obtain in the rate of wages are all confined within certain limits — in- 
creasing or diminishing it only so far as may be necessary fully to 
equalize the unfavourable or favourable circumstances attending any 
employment. 

The following have been stated by Adam Smith, as the principal 
circumstances which occasion the rate of wages in some employments 
either to fall below, or rise above the general average rate of wages — 

I. The agreeableness and disagreeableness of the employments : 

II. The easiness or cheapness, or the difficulty and expence of learn- 
ing them : 

III. The constancy or inconstancy of the employments : 

IV. The small or great trust that must be reposed in those who 
carry them on : 

V. The probability or improbability of succeeding in them. 

I. The agreeableness of an employment may arise either from 
physical or moral causes — from the lightness of the labour to be per- 
formed, its healthiness or cleanliness, the degree of estimation in which 
it is held, &c. ; and its disagreeableness will arise from the opposite 
circumstances — from the severity of the labour to be performed, its un- 
healthiness or dirtiness, the degree of odium attached to it, &c. The 
rate of wages must obviously vary proportionally to the variations in 
circumstances exerting so powerful an influence over the labourer. It 
is indeed quite out of the question to suppose, that any individual 
should ever be so blind to his own interest, as to engage in an occupa- 
tion considered as mean and disreputable, or where the labour is 
severe, if he obtain only the same rate of wages that is obtained by 
those engaged in employments in higher estimation, and where the 
labour to be performed is comparatively light. The labour of the 
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ploughman is not unhealthy, nor is it either irksome or disagreeable ; 
but being more severe than that of the shepherd, it is uniformly bet- 
ter rewarded. The same principle holds universally. Miners, gilders, 
type-founders, smiths, distillers, and all who carry on unhealthy, dis- 
agreeable, and dangerous businesses, invariably obtain higher wages than 
those artificers who have equal skill, but who are engaged in more desir- 
able employments. The unfavourable opinion entertained respecting 
some businesses, has a similar effect on wages, as if the labour to be per- 
formed in them were unusually unhealthy or severe. The trade of a 
butcher, for example, is generally looked upon as rather low and dis- 
creditable ; and this feeling occasions such a disinclination on the part 
of young men to enter it, as can only be overcome by the high wages 
that butchers are said to earn, notwithstanding the lightness of their la- 
bour : This also is the reason that the keeper of a small inn or tavern, 
who is never master of his own house, and who is exposed to the bru- 
tality of every drunkard, exercises one of the most profitable of the 
common trades. The contrary circumstances have contrary effects. 
HvLTiting and fishing form, in an advanced state of society, among the 
most agreeable amusements of the rich ; but from their being held in 
this degree of estimation, and from the lightness of their labour, those 
who practise them as a trade generally receive very small wages, and 
are proverbially poor : And the agreeableness and healthiness of the 
employments, rather than the lightness of their labour, or the little skill 
which they require, seem to be the principal cause of the redundant 
numbers and consequent low wages of common farm-servants, and 
generally of all workmen employed in ordinary field labour. 

The severe discipline and various hardships to which common sol- 
diers are exposed, and the little chance they have of arriving at a 
higher station, are unfavourable circumstances, which, it might have 
been supposed, would have required a very high rate of wages to 
counterbalance. It is found, however, that there are really very few 
common trades in which labourers can be procured for so small a rate 
of wages as that for which recmits are willing to enlist in the army. 
Nor is it difficult to discover the causes of this apparent anomaly. 
Except when actually engaged in warUke operations, a soldier is com- 
paratively idle ; while his free, dissipated, and generally adventurous 
life, the splendour of his uniform, the imposing spectacle of military 
parades and evolutions, and the martial music by which they are ac- 
companied, exert a most seductive influence over the young and incon- 
siderate. The dangers and privations of campaigns are undervalued, 
while the chances of advancement are proportionally exaggerated in 
their sanguine and heated imaginations. * Without regarding the 
danger,' says Adam Smith, 'soldiers are never obtained so easily as at 
the beginning of a new war ; and though they have scarce any chance 
of preferment, they figure to themselves, in their ygiithful fancies, a 
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be in SO good a situation as his unskilled neighbours, unless his wages 
are so much higher than those earned by them, as will, besides yield- 
ing him the customary rate of profit on the extra capital of £200 ex- 
pended on his education and maintenance, suffice to replace the capital 
itself previously to what may be supposed to be the probable termina- 
tion of his life. If he obtains less than this, he will be underpaid ; 
and if he obtains more, there will be an influx of new entrants, until 
their competition has reduced wages to their proper level. 

The policy of most European nations has added to the natural and 
necessary cost of breeding up skilled labourers, by forcing them to 
serve as apprentices for a much longer period than is in most cases 
necessary to obtain a knowledge of the trades they mean to exercise. 
But, as the wages of labour must always be proportioned, not only to 
the skill and dexterity of the labourer, but also to the time he has 
spent, and the difficulties and expense to which he has been put in 
learning his business, it is plain, that if an individual is compelled to 
serve an apprenticeship of seven years to a business which he might 
have learned in two or three years, he must obtain a proportionally 
higher rate of wages after the expiration of his apprenticeship, than 
would otherwise have sufficed to remunerate him. The institution of 
unnecessarily long apprenticeships is, therefore, productive of a double 
injury : I. It is injurious to the employers of workmen, by artificially 
raising the wages of their journeymen ; and II. It is injurious to the 
workmen, from its tendency to generate idle and dissipated habits, by 
making them pass so large a portion of their youth without any suffi- 
cient motive to be industrious. 

By the common law of England, every man has a right to employ 
himself at pleasure in every lawful trade. But this sound principle was 
almost entirely subverted by a statute passed, in compliance with the 
solicitations of the corporate bodies, in the 5th year of the reign of 
Queen Elizabeth, commonly called the statute of apprenticeship. 
It enacted that no person should, for the future, exercise any trade, 
craft, or mystery, at that time exercised in England or Wales, unless he 
had previously served to it an apprenticeship of seven years at least ; 
and what had before been a bye-law of a few corporations, thus be- 
came the general and statute law of the kingdom. Fortunately, how- 
ever, the courts were always singularly disinclined to enforce the pro- 
visions of this statute. Though the words of the act plainly included 
the whole kingdom of England and Wales, it was interpreted to refer 
only to market towns; and it was also interpreted to refer only to those 
trades which had been practised in England when the statute was 
passed, and to have no reference to such as had been subsequently in- 
troduced. This interpretation gave occasion to several very absurd 
and even ludicrous distinctions. It was adjudged, for example, that 
a coachmaker could neither himself make nor employ a journeyman to 
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make his coach wheels, but must buy them of a master wheelwright, 
this latter trade having been exercised in England before the 5th of 
Elizabeth. But a wheelwright, though he had never served an appren- 
ticeship to a coachmaker, might either make himself, or employ a 
journeyman to make coaches, the trade of a coachmaker not being 
within the statute, because not exercised in England at the time when 
it was passed. The contradiction and absurdity of these regulations, 
and the impolicy and injurious operation of the statute had long been 
obvious; but so slow is the progress of sound legislation, and so power- 
ful the opposition to every change affecting private interests, that its 
repeal did not take place imtil 1814, The act for this purpose did not, 
however, interfere with any of the existing rights, privileges, or by-laws 
of the different legally constituted corporations ; but wherever these 
do not interpose, the formation of apprenticeships and their duration is 
now left to be wholly adjusted by the parties themselves. 

III. The wages of labour, in different employments, vary with the 
constancy and inconstancy of employment. 

Employment is much more constant in some trades than in others. 
Many trades can only be carried on in particular states of the weather, 
and seasons of- the year ; and if the workmen, who are engaged in 
such trades, cannot easily find employment in others during the time 
they are thrown out of them, their wages must be proportionally aug- 
mented. A journeyman jeweller, weaver, shoemaker, or tailor, for 
example, may, under ordinary circumstances, reckon upon obtaining 
constant employment ; but masons, bricklayers, paviors, and, in 
general, all those workmen who carry on their business in the open 
air, are liable to perpetual interruptions. Their wages must, however, 
not only suffice to maintain them while they are employed, but also 
during the time they are necessarily idle; and they ought also to 
afford them, as Adam Smith has remarked, some compensation for 
those anxious and desponding moments which the thought of so pre- 
carious a situation must sometimes occasion. 

This principle shows the fallacy of the opinion so generally enter- 
tained respecting the great earnings of porters, hackney coachmen, 
watermen, and generally of all workmen employed only for short 
periods, and on particular occasions. Such persons frequently make 
as much in an hour or two as a regularly employed workman makes in 
a day ; but this greater hire, during the time they are employed, is 
found to be only a bare compensation for the labour they perform, and 
for the time they are necessarily idle ; instead of making money, such 
persons are almost invariably poorer than those who are engaged in 
more constant occupations. 

The interruption to employments occasioned by the celebration of 
holidays, has a similar effect on wages. There are countries in which 
the holidays, including Sundays, mal^e a full half of the year ; and the 
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necessary wages of labour must there be about double of what they 
Would be were these holidays abolished. 

IV. The wages of labour vary according to the small or great trust 
which must be reposed in the workmen. 

* The wages of goldsmiths and jewellers are everywhere superior to 
those of many other workmen, not only of equal, but of much superior 
ingenuity \ on account of the precious materials with which they are 
intrusted; 

* We trust our health to the physician ; our fortune, and sometimes 
our life and reputation, to the lawyer and attorney. Such confidence 
cotild not safely be reposed in people of a very mean or low condi- 
tion; Their reward must be such, therefore, as may give them that 
rank in the society which so important a trust requires. The long 
time arid the great expense which must be laid out in their education, 
when combined with this circumstance, necessarily enhances still 
further the price of their labour.' {Wealth of Nations^ Murray's 
Reprint y p. 104.) 

V. The wages of labour in different employments vary according to 
the probability or improbability of success in them. 

This cause of variation chiefly affects the wages of the higher class 
of labourers, or of those who practise what are usually denominated 
liberal professions. 

If a young man is bound apprentice to a shoemaker, or a tailor, 
there is hardly any doubt but he will attain to an ordinary degree of 
proficiency and expertness in his business, and that he will be able to 
live by it But, if he is bound apprentice to a lawyer, a painter, a 
sculptor, or a player, there are ten chances to one if he ever attains to 
such a degree of proficiency in either of these callings as will enable 
him to subsist on his earnings. But, in professions where many fail 
for one who succeeds, the fortunate one ought not only to gain such a 
rate of wages as will indemnify him for all the expenses incurred in 
his education, but also for all that has been expended in the education 
of his unsuccessful competitors. It is abundantly certain, however, 
that the wages of lawyers, players, sculptors, &c. taken in the aggre- 
gate, never amount to so large a sum. The lottery of the law, and 
the other liberal professions, has many great prizes, but there is, not- 
withstanding, a large excess of blanks. * Compute,' says Adam Smith, 
*in any particular place, what is likely to be annusdly gained, and 
what is likely to be annually spent, by all the different workmen in 
any common trade, such as that of shoemakers or weavers, and you 
will find that the former sum will generally exceed the latter. But, 
make the same computation with regard to all the counsejlors and 
students of law, in all the different Inns of court, and you will find 
that their annual gains bear but a very small proportion to their annual 
expense, even though you rate the former as high, and the latter as 
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low as can well be done. — ^The lottery of the law, therefore, is very far 
from being a perfectly fair lottery; and that, as well as many other 
liberal and honourable professions, is^ in point of pecuniary gains, 
evidently under-recompensed.* 

But die love of that wealth, power, and consideration, that most 
commonly attend superior excellence in any of the liberal professions, 
and the overweening confidence placed by each individual in his own 
good fortune, are sufficient to overbalance all the disadvantages and 
drawbacks that attend them ; and never fail to crowd their ranks with 
all the most generous and liberal spirits. 

It is unnecessary to enter upon any farther details with respect to 
this part of our subject. It has been sufficiently proved, that the per- 
manent differences that actually obtain in the rate of wages paid to 
those who are engaged in different employments in countries where in- 
dustry is free and unfettered, are never more than sufficient to balance 
the favourable or unfavourable circumstances attending them. Those 
who receive the highest wages, are not, when the cost of their education, 
the chances of their success, and the various disadvantages incident to 
their professions, are taken into account, really better paid than those 
who receive the lowest The wages earned by the different classes of 
workmen are equals not when each individusd earns the same number 
of shillings, or of pence, in a given space of time, but when each is 
paid in proportion to the severity of the laCour he has to perform, to 
the degree of previous education and skill that it requires, and to the 
other causes of variation already specified. So long, indeed, as the 
principle of competition is allowed to operate without restraint, or so 
long as each individual is allowed to employ himself as he pleases, we 
may be assured, that the higgling of the market will always adjust the 
rate of wages in different employments on the principle now stated, 
and that they will be, all things considered, very nearly equal. If you 
depress the rate of wages in one employment below the common level, 
labourers will leave it to go to others ; and if you raise it above the 
same common level, labourers will be attracted to it from those depart- 
ments where wages are lower, until their increased competition has 
sunk them to their average standard. A period of greater or less dura- 
tion, according to the peculiar circumstances affecting each particular 
employment, is always required to bring about this equalization. But 
all inquiries, that have the establishment of general principles for their 
object, either are, or ought to be, founded on periods of average dura- 
tion : and whenever such is the case, we may always, without occa- 
sioning the slightest error, assimie that the wages earned in diflferent 
employments are, all things taken into account, precisely equal. 

For similar reasons to those which have now been stated, it is easy 
to see that the profits accruing to the capitalists engaged in different 
businesses, though varying proportionally to the greater or less risk, 
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and other circumstances affecting the capitals they employ, must really, 
when all things are taken into account, be about the samean them alL 
It is obvious, indeed, that profits have not attained their level until 
they have been adjusted so as to balance these different advantages 
and disadvantages. None would engage in unusually hazardous under- 
takings, if the capital employed in them was only to yield the same 
profit that may be obtained by employing it in more secure businesses. 
Wherever there is extraordinary risk, that risk must be compensated. 
And hence, the well known distinction between gross and net profit. 
Gross profit always varies according to the risk, the respectability, and 
the agreeableness of different employments, while net profit is-the same, 
or very nearly the same, at any particular period, in them all., A gfun- 
powder manufacturer, for example, must obtain as much profit, over 
and above the profit obtained from the capital engaged in the securest 
businesses, as will suffice to guarantee or insure his capital, from the 
extraordinary risk to which it is exposed, in a business of such extreme 
hazard. If the gunpowder manufacturer were to obtain more than this 
rate, additional capital would be attracted to his business, and if he 
were to obtain less, he would withdraw capital from it. The constantly 
acting principle of competition, or, which is just the same thing, the 
self-interest of every individual, will never permit the wages or the pro- 
fits obtained by any particular set of workmen or capitalists, taking all 
things into account, to continue either long below or long above the 
common and average rate of wages and profits obtained by those who 
are employed, or who have capital invested in other businesses. It is 
by this common standard that the wages and profits of particular busi- 
nesses are always regulated ; they can never diverge considerably from 
it ; they have a constant tendency to equalization ; and may, in all the- 
oretical inquiries Tdb supposed, without occasioning any error of conse- 
quence, exactly to coincide. 

The principle of the equality, or rather of the constant tendency to 
equality, of the wages earned by the labourers, and of the profits de- 
rived from the capitals, employed, at the same time, in all the various 
branches of industry, was pointed out by Mr. Harris, {Essay on Money 
and Coins, p. 13), and also by Mr. Cantillon, {Analysis of Trade, &^c. 
p. 15) ; but it was first fully demonstrated in the eighth, ninth, and 
tenth chapters of the first book of the Wealth of Nations, The estab- 
lishment of this principle was one of the greatest services rendered by 
Adam Smith to the science of Political Economy. Nothing can be 
clearer, more convincing and satisfactory, than his reasoning on this 
subject. The equality of wages and of profits has, ever since the publi- 
cation of his work, been assumed as admitted and incontestible. 

It ought also to be kept in view, throughout all the investigations of 
this science, that the capitals employed in the production of commod- 
ities may be of almost every conceivable degree of durability, or, in 
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Other words, that periods of ahnost every conceivable degree of dura- 
tion may be required for their consumption. The bread, beer, and 
other articles provided for the subsistence of the labourer, form a part, 
and an important one. too, of the capital of the country ; but how 
limited is the durability of such articles, compared with the durability 
of a bridge, or a granite dock ! The fom>er may be consumed in the 
space of an hour, while the latter will probably last for five hundred 
or a thousand years. These \s^o species of capital may be taken as 
representing the extremes of duration, and the space between them may 
be supposed to be filled up, and I believe is really so, by capitals of 
every intermediate degree of durability. One machine may be capable 
of lasting fifty years, another forty, a third ten, and so on. Nor in all 
the long interval between the duration of the least and that of the 
most rapidly perishable capital, is it possible to fix on any term which 
does not, or may not, represent the durability of a capital. 

SECiiON III. — Cost of Production the regulating principle of Price — 
Ijifluefice of Variations in the Demand for and Supply of Commodi- 
ties on their Price — Influence of Monopolies — Average Price always 
coincident with Cost of Production, 

Having thus seen that the wages earned by the, labourers engaged in 
different employments, are, all things considered, precisely equal ; and 
that the same principle holds with respect to the profit derived from 
the capitals invested in the different departments of industry, we might 
proceed to inquire into the effects supposed to be exercised by varia- 
tions in the rate of wages, and in the rate of profits on the value of 
commodities. But, before entering on this inquiry, it will be expedient 
to investigate the influence which the relation between the stipply of 
commodities and the demand for them has in determining their ex- 
changeable value, as compared with each other, and their price or 
value as compared with money. It was long the universal opinion, and 
it is still the opinion of the great majority of practical men, and even 
of some Political Economists of considerable eminence, that the ex- 
changeable value of commodities depends exclusively on their relative 
abundance or scarcity in the market compared with the demand. 
There can be no doubt, however, that this opinion is essentially erron- 
eous ; and I shall now very briefly recapitulate some of the statements 
by which its fallacy has been demonstrated. 

It has been already seen, that the capitals invested in different 
businesses yield, at any given period, the same common and average 
rate of net profit. But it is quite obvious, that if any commodity were 
brought to market and exchanged for a greater amount either of other 
commodities, or of money, than was required to defray the cost of its 
production, including, in that cost, the common and average rate of 
net profit at the time^ its producers would be placed in 4 relatively 
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advantageous situation compared with others ; and there would, in 
consequence, be an influx of capital into that particular department, 
until competition had sunk the value, or price of the article, to the 
level that would just yield the customary rate of profit on the capital 
employed in its production. And, on the other hand, if a commodity 
were brought to market which did not exchange for so great an amount 
of other commodities, or of money, as was required to cover the cost 
of its production, its producers would bg placed in a relatively disad- 
vantageous situation ; and would, in consequence, withdraw their 
capital from the production of the commodity, until its value or price 
had risen to such a level as was sufficient to place them in the same 
situation as their neighbours, or to yield the same rate of profit. 

The cost of producing commodities, — denominated by Adam Smith 
and M. Garnier natural or necessary price, — is, as will be afterwards 
shown, identical with the quantity of labour required to produce them 
and. bring them to market But, without inquiring at present into the 
elements which form the cost of production, it is quite obvious that it 
is the permanent and ultimate regulator of the exchangeable value or 
price of every commodity that is not subjected to a monopoly, and that 
may be indefinitely increased in quantity by the application of fresh 
capital and labour to its production. That the market price of such 
commodities and their cost of production do not always coincide is 
certain ; but they cannot, for any considerable period, be far separated, 
and have a constant tendency to equality. It is plain, that no man will 
continue to produce commodities if they sell for less than the cost of 
their production — that is, for less than will indemnify him for his ex- 
pences, and yield him the common and average rate of profit on his 
capital. This is a limit below which it is obviously impossible prices 
can be permanently reduced ; and it is equally obvious, that if they 
were, for any considerable period, to rise above it, additional capital 
would be attracted to the advantageous business ; and the competition 
of the producers would lower prices. 

A demand, to be effectual, must be such as will cover the expenceof 
production. If it is not sufficient to do this, it can never be a means 
of causing commodities to be produced and brought to market The 
demand of those who have both the power and the will to purchase, 
for any particular commodity may become ten or ten thousand times 
more extensive, or it may decline in the same proportion, but, if the 
cost of its production continues the same, no permanent variation will 
be occasioned in its price. Suppose, for example, that the effectual 
demand for hats is suddenly doubled ; that circumstance would un- 
doubtedly occasion a rise of price, and the hatters would, in conse- 
quence, make large profits ; but this rise could only be of a very- 
limited duration ; for these large profits would immediately attract 
additional capital to the hat manfacture ; an increased supply of hat§ 
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would be brought to market, and if no variation took place in the cost 
of their production, their price would infallibly sink to its former level. 
Suppose, on' the other hand, that the demand for hats is increased 
tenfold, and the cost of their production diminished in the same pro- 
portion, we shoidd, notwithstanding the increased demand, be able in 
a very short time, to buy a hat for the tenth part of what it now costs. 
Again, suppose the demand for hats to decline, and the cost of produce 
ing them to increase ; the price would, notwithstanding the diminished 
demand, gradually rise, till it had reached the point at which it would 
yield the hatters the common and average rate of profit on the capital 
employed in their business. It is admitted that variations in the 
demand and supply occasion temporary variations of price. But it is 
essential to remark, that these variations are only temporary. The 
cost of production is the grand regulator of price — the centre of all 
those transitory and evanescent oscillations on the one side and the 
other ; wherever industry is free, the competition of the producers will 
always elevate or sink prices to its level. 

In certain branches of industry, such, for example as agriculture, 
which are liable to be seriously affected by variations in' the seasons, 
and from which capital cannot be easily withdrawn, there is a some- 
what longer interval than in others, before the market price of produce 
and the cost of producing it can be equalized. But that such an equali- 
zation must take place in the end is absolutely certain. Neither 
farmers, nor any other class of producers, will continue to bring pro- 
ducts to market, unless they sell for such a price as is sufficient to pay 
the expehse of their production, including the common and average 
rate of profit on the capital employed by them.* When an excess of 
supply depresses the price of com below this level, the occupiers of 
poor land are involved in the greatest difficulties : a number of them 
are in consequence driven from their employments ; and a smaller 
supply of corn being brought to market, prices are elevated so as to 
yield the customary rate of profit, and no more, to the cultivators of 
the poorest soils that are still continued under tillage. — The self-interest 
of the cultivators will not permit prices to be permanently depressed 
below this level ; and the self-interest of the public will not permit 
them to be permanently raised above it ; for, if they were raised above 
it, then the cultivators would gain more than the common and average 
rate of profit, and capital would, of course, be immediately attracted to 
agriculture, and would continue flowing in that direction, until the 
natural -and indestructible equilibrium of profit had been restored — 
that is, until the price of agricultural produce had fallen to such a sum 
as would just yield the average rate of profit to the cultivators of the 
worst soils, or to the improvers of the best. This is the point at which 

* Ne/tuf enim tonus debet veUe impetuam ac tumptum factre in cuUuram, si videt noH 
fosse refici. Vsgrro, Dg Re Eustka, lib. L ft 3. 
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average prices must continue stationary, or about which market prices 
must oscjilate, until the cost of production be increased or diminished. 
If any great discovery were made in agriculture-^such a discovery, 
for instance, as would reduce the cost of cultivation a half, the price of 
agricultural produce would fall in the same proportion, and would 
continue to sell at that reduced rate until the increase of population 
had forced recourse to soils of a decreasing degree of fertility. When- 
ever this took place, prices would again rise. Why is the price of 
corn almost invariably higher in this country than in France ? Is it 
because we have a greater demand for it, or because of the greater 
cost of production in this country ? 

A pound weight of gold is at present worth about fifteen pounds of 
silver. It cannot, however, be said that this is a consequence of the 
demand for gold being greater than the demand for silver, for the 
reverse is the fact. Neither can it be saijj to be a consequence of an 
absolute scarcity of gold, for those who choose to pay a sufficient price 
for it may obtain it in any quantity they please. The cause of this 
difference in the price of the two metals consists entirely in the circum- 
stance of its costing 2^ovXfifteen times as much to produce a pound of 
gold as to produce a pound of silver. That this is really the case, is 
plain from the admitted fact, that the producers of gold do not gain 
any greater profit than the producers of silver, iron, lead, or any other 
metal. They have no monopoly of its production. Every individual 
who chooses may send capital to Brazil, and become a producer of 
gold ; and wherever this is the case, the principle of competition will 
always force the product to be sold at such a price as will just pay the 
expenses of its production and no more. Were a gold mine discavered 
of equal productiveness with the silver mines, the production of gold 
would immediately become the most advantageous of all businesses ; 
an immense supply of that metal would, in consequence, be thrown 
upon the market, and its price would, in a very short period, be 
reduced to the same level as silver. 

If a set of men were brought together from various countries, ignorant 
of each other's wants, and of the labour and expense required to pro- 
duce the commodities which we may suppose each of them to possess, 
these commodities would be bought and sold according to the relative 
wants and fancies of the parties. Under such circumstances, a pound 
of gold might be given for a pound of iron, and a gallon of wine for a 
gallon of small beer. As soon, however, as a system of commercial 
intercourse has been estabUshed, and as the wants of society, and the 
powers of production come to be well and generally known, an end is 
put to this arbitrary method of bartering. Thousands of sellers then 
enter the market. But when such is the case, it is no longer possible 
to sell a pound of iron for a pound of gold ; and why ? — because the 
producers of iron will undersell each other until they have, by their 



M^CULLOCH^S PRINCIPLES OF POLITICAL ECONOMY, 137 

competition, reduced its exchangeable value, or price, to the level ol 
the cost of its production. This is, in every civilized society, the pivot 
on which exchangeable value always turns. It is usual for voyagers, 
who touch at countries occupied by savages, to obtain commodities 
from them in exchange for toys or trinkets, which it cost infinitely less 
to produce ; but in all civilized and commercial countries, the propor- 
tion in which, generally speaking, one conmiodity exchanges for 
another, will depend exclusively on the comparative cost of their 
production. 

Thus, then, it appears, that no variation of demand^ if it be ttnac* 
companied by a variation in the cost of production^ can have any last- 
ing influence on price. If the cost of production Tie diminished, price 
will be equally diminished, though the demand should be increased to 
any conceivable extent. If the cost of production be increased, price 
will be equally increased, though the demand should sink to the lowest 
possible limit. 

It must always be 'remembered, that this reasoning applies to the 
case of those commodities only on which competition is allowed to 
operate without restraint, and whose quantity can be indefinitely in- 
creased by the application of fresh capital and industry to their pro- 
duction. But there are circumstances under which the supply of com- 
modities is strictly limited ; and when such is the case, their price is 
no longer determined by the cost of their production, but by the degree 
of their real or supposed utility, compared with the means and neces- 
sities of the buyers. In a desert or a besieged city, a pound of bread 
might be worth more than a pound of gold.* And though artificial 
monopolies areVrarely carried to so very oppressive a height, the same 
principle holds with respect to the value of all commodities produced 
under them. When a particular individual, or class of individuals, ob- 
tains the exclusive privilege of manufacturing certain species of goods, 
the operation of the principle of competition is suspended with respect 
to them, and their price must, therefore, entirely depend on the pro- 
portion in which they are brought to market compared with the de- 
mand. If monopoUsts supplied the market liberally, or kept it always 
as fully stocked with commodities as it would have been had there 
been no monopoly, the commodities produced by them would sell at 
their natural price, and the monopoly would have no farther disadvan- 
tage than the exclusion of the public from an employment which every 
one ought to have the power to carry on. In point of fact, however, 
the market is seldom or never fuUy supplied with commodities pro- 

• Pliny, {Hist. Nat. lib. 8. cap. 57.), and Valerius Maximus, Qxh. 7. cap. 6.), relate that, 
during the siege of Casilinum by Hannibal, the scarcity of provisions became so extreme, 
that a rat was sold for 200 denarii I They ada, that the seller had the worst of the bargain, 
having died of hunger, while the rat was the means of preserving the life of the buyer. Avaro 
entm, says Valerius, ^m^ consumfto, manubti* utrdium suarum frui non ficuit; tpqui 
aftitntvir^adsalutaremtm^tuam /aciendam ; carequidtm,verum nfcetsarie^ comfar^to 
cibo vixit. 
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duced under a monopoly. All classes of producers endeavour to pro- 
cure the highest possible price for their commodities ; and those who 
are protected, by means of a monopoly, against the risk of being un- 
dersold by others, either keep the market understocked, or supply it 
with inferior articles, or both. Under such circumstances, the price of 
commoditie.s, if they cannot be easily smuggled from abroad, or clan- 
destinely produced at home, is elevated to the highest point to which 
the competition of the buyers can raise it ; and may, in consequence, 
amount to five, ten, or twenty times the sum it would amount to were 
competition permitted to operate in their production and sale. The 
will and power of the purchasers to offer a high price forms the only 
limit to the rapacity of monopolists. 

Besides the commodities produced under artificial monopolies, there 
is another class whose quantity cannot be increased by the operation 
of human industry, and whose price is not, therefore, dependent on the 
cost of their production. Ancient statues, vases, and gems, the pictures 
of the great masters, some species of wines which can be produced in 
limited quantities only from soils of a particular quality and exposure, 
and a few other commodities, belong to this class. As their supply 
cannot be increased, their price must vary inversely as the demand, 
and is totally unaffected by any other circumstance. 

But with these exceptions, which, when compared to the mass of 
commodities, are but few and unimportant, wherever industry is unre- 
stricted and competition allowed to operate, the average price of the 
various products of art and industry, always coincides with the cost of 
their production. When a fall takes place in the market price of any 
commodity, we cannot say whether that fall is really advantageous, or 
whether a part of the wealth of the producers be not gratuitously trans- 
ferred to the consumers, until we learn whether the cost of production 
has been equally diminished. If this is the case, the fall of price will 
not have been disadvantageous to the producers, and will be perma- 
nent ; but if this has not been the case— if the cost of production con- 
tinues the same, the fall must have been injurious to the producers, 
and prices will, in consequence, speedily attain their former level In 
like manner, no rise of prices can be permanent, except when the cost 
of production has been proportionally increased. If that cost has re- 
mained stationary, or has not increased in a corresponding ratio, prices 
will decline as soon as the ephemeral causes of enhancement have dis- 
appeared. 

The extreme importance of having correct opinions respecting the 
regulating principle of price, and the discordant and erroneous opinions 
that are still so exceedingly prevalent with regard to it, will, I hope, 
be deemed a sufficient apology for the length of the previous remarks, 
and for thp insertion of the following paragraph from the Histoire de 
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la Monnoie of the Marquis Garnier, in which the doctrine xu)w laid 
down is enforced with equal ability and eloquence : 

* Mais les producteurs tendent continuellement k r^gler la quantity 
des productions sur la somme des demandes ; ils ne resteront pas au- 
dessous de ce point, sans ^tre tenths d'accroitre la masse de leurs pro- 
duits ; et ils ne peuvent le ddpasser sans s'exposer k perdre. Ces deux 
quantitds, celle des produits et celle des demandes, s'efforcent done k se 
mettre en ^quilibre Fune avec I'autre. II existe done un point de repos 
vers lequel elles gravitent chacune de son c6t^ ; un point qui est leur 
niveau, et c'est ce point qui constitue \tprix naturel ^^ la chose v^- 
nale. Quelle Jest la limite au-delk de laquelle le producteur ne peut 
porter la quantity de ses produits ? Cest le prix naturel ; car, s'il ne 
peut obtenir ce prix pour tout son produit, il sera en perte. Quelle est 
la borne des demandes du consommateur ? Cest le prix naturel ; car 
il ne veut pasdonner plus que I'dquivalent de ce qu'il regoit. Si, par 
une d^couverte, ou par un perfectionnepient de I'industrie, le produc- 
teur est mis ^ meme d'^tablir Particle sur lequel il s'exerce k moins de 
temps et de id^ense, alors le prix naturel baissera, mais aussi la somme 
des demandesP accroitra dans une proportion pareille, parce que plus 
de consommaleurs seront en ^tat de payer ce prix naturel, moins ^levd 
que Tancien. Leprix naturel sera toujoursj pour chaque chose vinale^ 
la limite commune au-delct de laqueile la somme des demandes de cette 
chose el la quantiti de sa production ne devront plus /aire de progrh, 
Quand le prix courant est le prix naturel, le producteur et le consom- 
mateur se donnent rdciproquement P6quivalent de ce qu'ils resolvent. 
Quand le prix courant s'^carte du prix naturel, ou c'est la consonmia- 
tion qui souffre au profit de la production, ou c'est la production qui 
souffre au profit de la consommation. Cet ^tat de souffrance ne peut 
durer, et de-Ik precedent les variations du prix courant Ces variations, 
que Smith a expliqu^es et analysees avec une si parafaite lucidity, ne sont 
autre chose que les efforts pour revenir au prix naturel. Tenter d'ex- 
pliquer ces variations, sans reconnaitre Texistence d'un prix naturel, ce 
serait vouloir expliquer les oscillations du pendule sans convenir de sa 
tendance vers.un centre de gravitation ; ce serait supposer un effort 
sans but et sans mobile ; ce serait admettre le mouvement et nier le 
repos ; enfin, en voyant les phdnom^nes du cours des fluides et de 
I'equilibre des solides, ce serait contester les lois du niveau et de la 
pesanteur. Si les choses v6nales n'ont point de prix naturel, alors les 
mouvemens de la circulation seront diriges par une force aveugle et 
inconnue ; les prix moyens ne seront plus que le rdsultat de chances 
purement fortuites ; il n'y aura plus d'equivalent r6el ; les valeurs n'au- 
ront plus de mesure naturelle ; Teconomie politique ne pourra plus as- 
pirer k 6tre au rang des sciences, puisqu'elle manquera du caract^re 
essentiel qui les constitue telles, et que les faits dont elle traite ne seront 
plus fondes sur les lois immuables de la nature.' (V. i. Intro, p. 62.) 
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Having thus shown that the cost of production is the sole regulating 
principle of exchangeable value and price, I shall now proceed to 
investigate the elements which enter into and constitute this cost* 



Section YV.— Commodities belongs in the earliest stage of society ^ 
exclusively to the Labourers— Quantity of Labour required for their 
Production^ the only principle which then determines their Exchange- 
able Value, 
We have previously seen, that there is no period in the progress of 
society, from its earliest infancy to its highest pitch of civilisation and 
refinement, in which any individual, who does not belong to some one 
or other of the classes of labourers, landlords, or capitalists, ever par- 
ticipates directly in the produce of industry. But there are states of 
society in which that produce belongs exclusively to one only of these 
classes ; and others in which it belongs to two of them, to the exclu^ 
sion of the third. .The reason is, that in the earliest stagey of society, 
there is little or no capital accumulated, and the distinction between 
labourers and capitalists is, in consequence, unknown ; and that, in all 
newly settled and unappropriated countries, abundance of fertile land 
may be obtained without paying any rent to a landlord. 

In that remote period preceding the establishment of a right of pro- 
perty in land, and the accumulation of capital or stock — when men 
roamed, without any settled habitations, over the surface of the earth, 
and existed by means of that labour only that was required to appro- 
priate the spontaneous productions of the soil, the whole produce of 
labour belonged to the labourer, and the quantity of labour expended 
in procuring different articles, must plainly have formed the only 
standard by which their relative worth, or exchangeable value, could 
be estimated. * If among a nation of hunters,' says Adam Smith, * it 
usually costs twice the labour to kill a beaver that it does to kill a 
deer, one beaver would naturally exchange for or be worth two deer. 
It is natural, that what is usually the produce of two days' or two 
hours* labour, should be worth double of what is usually the produce 
of one day's or one hour's labour. 

* If the one species of labour should be more severe than the other, 
some allowance will naturally be made for this superior hardship ; 
and the produce of one hour's labour in the one way, frequently 
exchanges for that of two hours' labour in the other. 

* Or if the one species of labour requires an uncommon degree of 
dexterity and ingenuity, the esteem which men have for such talents 

• 

• Mr. Took has, in his excellent work On High and Low Prices, — a work replete with 
curious and important information, — given a very complete analysis and exposition of the 
influence of variations in the demand for and supply of commodities 0:1 their price — whether 
those variations arise from changes in the seasons or in the value of money, from a spirit of 
spcgulaiion, from the caprices of fashion, the influence of war, &c. 
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will naturally give a value to their produce, superior to what would be 
due to the time employed about it. Such talents can seldom be 
acquired but in consequence of long application, and the superior 
vahie of their produce may frequently be no more than a reasonable 
compensation for the time and labour which must be spent in acquiring 
them. In the advanced state of society, allowances of this kind, for 
superior hardship and superior skill, are conunonly made in the wages 
of labour ; and something of the same kind must probably have taken 
place in the earliest and rudest period. 

' In this state of things, the whole produce of labour belongs to the 
labourer ; and the quantity of labour commonly employed in acquiring 
or producing any commodity, is the only circumstance which can 
regulate the quantity of labour {pf other commodities) which it com- 
monly ought to purchase, command, or exchange for.' (Weaith of 
Nations^ Murray s Reprint^ p. 38.) 

Thus far there is no room for doubt or difference of opinion. When 
there is no class but labourers, all the produce of labour must 
obviously belong to them ; and the sacrifice each individual makes in 
producing comnibdities, or the quantity of labour that he expends 
upon them, is universally admitted to be the only principle by which 
their exchangeable values can then be determined. 

It is at this point, therefore, that we properly commence the investi- 
gation of the circumstances which determine the exchangeable value 
of commodities when a rent is paid for land, and circulating and fixed 
capital employed to facilitate the labour of the workmen. I shall 
beg^n by endeavouring to ascertain whether rent enters into the cost 
of production. 



Section V.— I. Nature^ Origin, and Progress of Corn or Produce 
Rents — Rent not a Cause but a Consequence of the High Value of 
Raw Produce — Does not enter into Price — Distinction between 
Agriculture and Manufactures, 1 1. Money Rents depend partly on 
the Extent to which Tillage has been Carried, and partly on Situa- 
tion—The Principle that the Real Value of Commodities is Regu- 
lated or Determined by the Quantities of Labour required for their 
Production, not Affected by the Payment of Rent, 

Adam Smith was of opinion, that, after land had become property, 
and rent began to be paid, such rent made an equivalent addition to 
the exchangeable yalue of the produce of the soil. ( Wealth of Nations, 
Murray s Reprint, p. 44.) This opinion was first called in question in 
two pamphlets of extraordinary merit, published nearly at the same 
time, by a Fellow of University College, Oxford,* and Mr. Malthus.t 

• Essay on the Application of Capital to Land, by a Fellow (Mr. West) of University 
College, Oxford, 1815. 
t An Inquiry into the Nature and Progress of Rent, by the Rev. T. R. Malthus, 1815. 
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These writers endeavoured to show that rent did not enter into price ; 
that it was not, as had been conunonly supposed, a consequence of 
land having been divided and become property ; but that it was owing 
to its being of limited extent, and of various degrees of fertility, and 
to the circumstance of its being impossible to apply capital indefinitely 
to any quality of land without obtaining from it a constantly diminish- 
ing return. Mr. Ricardo subsequently illustrated and enforced this 
doctrine with his usual ability — stripped it of the errors by which it 
had been originally encumbered, and showed its vast importance to a 
right understanding of the laws which regulate the rise and fall of 
profits. In the following observations, I shall endeavour to trace the 
rise and progress of rent ; and to obviate some rather specious objec- 
tions that have been made to the doctrine of its not entering into price. 

L Corn or Produce Rents. — Rent is properly *that portion 
of the produce of the earth which is paid by the farmer to the land- 
lord for the use of the natural and inherent powers of the soil.' If 
buildings have been erected on a farm, or if it has been inclosed, 
drained, or in any way improved, by an expenditure of capital and 
labour, the sum which a farmer will pay to the landlord for its use will 
be composed, not only of what is properly rent, but also of a remune- 
ration for the use of the capital which has been laid out in its improve- 
ment. In common language, these two sums are always confounded 
together, under the name of rent \ but in an inquiry of this nature, it 
is necessary to consider them as perfectly distinct. The laws by which 
rent and profits are regulated being totally different, those which govern 
the one cannot be ascertained if it be not considered separately from 
the other. 

On the first settling of any country abounding in large tracts of un- 
appropriated land, no rent is ever paid ; and for this plain and obvious 
reason, that no person will pay a rent for what may be procured in un- 
limited quantities for nothing. Thus in New Holland, where there is 
an ample supply of fertile and unappropriated land, it is certain, that, 
until the best lands are all cultivated, rent will never be heard of. Sup- 
pose, however, that tillage has been carried to this point, and that the 
increasing demand for raw produce can, in the actual state of the 
science of agriculture, be no longer supplied by the culture of the best 
lands ; under these circumstances it is plain that either the increase of 
population must cease, or the inhabitants must consent to pay such an 
additional price for raw produce as will enable the second quality of 
land to be cultivated. No advance short of this will procure them an- 
other bushel of com ; and competition will not, as will be immediately 
shown, allow them to pay more for it They have, therefore, but one 
alternative. If they choose to pay a price sufficient to cover the ex- 
pense of cultivating land of the second quality, they will obtain addi- 
tional supplies ; if they do not, they must want them. Suppose now, 
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that the consumers offer such a price as will pay the expense of pro- 
ducing com on soils which, in return for the same expenditure as 
would have produced lOO quarters on lands of ih^ first quality y will 
only yield 90 quarters ; it is plain it will then be indifferent to a farmer 
whether he pays a rent of ten quarters for the first quality of land or 
farms the second quality, which is unappropriated and open to him, 
without pitying any rent If the population went on increasing, lands 
which would yield only 80, 70, 60, 50, &c. quarters in return for the 
same expenditure that had obtained 100 quarters from the best lands, 
might be successively brought under cultivation. And when recourse 
had been had to these inferior lands, the com rent of those that are 
superior would plainly be equal to the difference, between the amount of 
the produce obtained from them and the amount of tlu produce obtained 
from the worst quality under cultivation. Suppose for example, that the 
worst quality under cultivation yields 60 quarters, then the rent of the 
first quality will be 40 quarters, or 100 — 60 ; the rent of the second 
quality will, in like manner, be equal to the difference between 90 and 
60, or 30 quarters ; the rent of the third quality will be equal to 80 — 
60, or 20 quarters, and so on : The produce raised on the land last cul- 
tivated, or with the capital last applied to the soil, being all the while 
sold at its fiecessary price, or at that price which is just sufficient to 
yield the cultivators the common and average rate of profit, or, which 
is the same thing, to cover the cost of its production. If the price 
were above this level, then agriculture would be the best of all businesses, 
and tillage would be immediately extended : if, on the other hand, the 
price fell below this level, capital would be withdrawn from the soil, 
and the poorer lands thrown out of cultivation. Under such circum- 
stances, it is undeniably certain, that rent could not enter into the price 
of that portion of produce raised by means of the capital last applied 
to the soiL Its price is exclusively made up of wages and profits. The 
proprietors of the superior lands obtain rent ; but this is the necessary 
result of ^€a greater fertility. The demand cannot be supplied with- 
out cultivating inferior soils ; and to enable them to be cultivated, their 
produce must sell for such a price as will afford the ordinary rate of 
profit to their cultivators. This price will, however, yield a surplus 
over and above the ordinary rate of profit to the cultivators of the more 
fertile lands, and it is this surplus that forms rent. 

An increase of rent is not, therefore, as is very generally supposed, 
occasioned by improvements in agriculture, or by an increase in the 
fertility of the soiL It results entirely from the necessity of resorting, 
as population increases, to soils of a decreasing degree of fertility. 
Rent varies in an inverse proportion to the amount of produce ob- 
tained by means of the capital and labour employed in cidtivation ; — 
that is, it increases when the profits of agricultural labour diminish^ 
and dinuMishes when they increase. Profits are at their maYimnin |n 
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countries like New Holland, Indiana, and Illinois, and generally in all 
situations in which no rent is paid, and the best lands only cultivated; * 
but it cannot be said that rents have attained their maximum so long 
tis capital yields any surplus in the shape of profit. 

A quarter of wheat may be raised in Essex, or in the Carse of 
feowrie, at perhaps 2i fourth or ^ijifth part of the expense necessary 
to raise it on the worst soils in cultivation in other parts of the country. 
*rhere cannot, however, be two or more prices for the same article at 
the same time and in the same market. And it is plain, that if the 
average market price of wheat be not such as Will indemnify the 
producers of that which is raised on the worst soils^ they will cease 
bringing it to market, and the required supplies will no longer be ob- 
tained ; and it is equally plain, that if the market price of wheal 
exceeds this sum, fresh capital will be applied to its production, and 
competition will soon sink prices to their natural level — that is, to 
such a sum as will just afford the common and ordinary rate of profit 
to the raisers of that portion of the required supply of corn which is 
produced under the most unfavourable circumstances^ and at the great- 
est expense. It is by the cost of producing this portion that the 
average price of all the rest must always be regulated. And, therefore, 
it is plainly the same thing to the consumers whether, in an advanced 
stage of society, the excess of return over the cost of production on 
lands of the first quality belongs to a non-resident landlord, or an 
occupier. It must belong to the one or the other. Corn is not high, 
because a rent is paid, but a rent is paid because corn is high — 
because the demand is such, that it cantiot be supplied without cultivat- 
ing soils of a diminished degree of fertility y as compared with the best^ 
Suppose there is an effectual demand for lo millions of quarters, and 
that it is necessary to raise 07te million of these quarters on lands 
which yield nothing but the common and average rate of profit to their 
cultivators ; it is clear that the relinquishing of the rents payable on 
the superior lands, would be no boon whatever to the cultivators of 
the inferior lands. It would not lessen their expenses ; that is, it 
would not lessen the quantum of capital and labour necessary to pro- 
duce that portion of the required supply which is raised under the 
most unfavourable circumstances ; and, if it did not reduce this ex- 
pense, it is obviously impossible, supposing the demand not to decline, 
that it could lower prices. But the case is entirely different when the 
cost of production varies. If it is diminished, the competition of the 
producers will infallibly sink prices in an equal proportion ; if it is 
increased, no supplies will be brought to market, unless the price be 
raised to a corresponding level. In no case, therefore, whether the 
demand be great or small —whether for one or one million of quarters, 
can the price of raw produce ever permanently exceed or fall below 
the sum necessaiy to pay the cost of producing that portion of the 
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supply that is raised on the worst land, or by means of the last capital 
laid out on the soil. 

Two objections have been made to this theory. In the _firsl place, 
it has been said that, though it might apply in a country like New 
Holland, where land is not appropriated, still it is trae that all the 
lands.in every civilized and appropriated country like England] always 
yield some small rent to the proprietor ; and that, therefore, it cannot 
be said that the price of raw produce is, in such countries, determined 
by thecostofraisingit on that quality of land which pays no rent- 
Mr, Mttl has justly observed of this objection, that even if it were 
well founded, it could not practically affect 'any of the conclusions 
previously established. There are in England and Scotland, thousands 
"of acres of land which do not let for £10 : but to cultivate them 
would require an outlay of many thousands ; and the rent would con- 
sequently bear so small a proportion to the expenses of production, as to 
become altogether evanescent and inappreciable. {Elentents of Polit. 
Economy,^. 19, 1st ed.) 

There can be no doubt, however, that there is in this, and most 
other extensive countries, a great deal of land which yields no rent 
whatever. In the United States and Russia., such is unquestionably 
the case ; and yet no one presumes to say, that the laws which regu- 
late rent in tlie United States and Russia, are different from those 
which regulate it in England and France. The poorest lands are 
always let in immense tracts. If it were attempted to let particular 
portions of these tracts separately, they would bring no rent whatever : 
but they appear to yield rent, because rent is paid not for them, but for 
the more fertile spots intermixed with them. But although it were 
really true, that every rood of land in Britain paid a high rent, it 
would still be true, that such rent did not, and could not, enter into 
the price of raw produce. The«K/ofa couaUy ccnsis/s 0/ /Ae differ- 
ence, or the value of the difference, between the produce obtained from 
the capital first applied to the land, and that which is last applied to it. 
It would, as has been already shown, be exactly the same thing to the 
cultivator, whether he paid a rent of ten quarters to a landlord for 
land yielding, with a certain outlay, 100 quarters of com, or employed 
the same capital in cultivating inferior land yielding only 90 quarters, 
for which he paid no rent. If it were possible ahvays to obtain loo 
quarters for every equal additional capital applied to the superior soils, 
no person, it is obvious, would ever resort to those of inferior fertility. 
But the fact, that, in the progress of society, new and less fertile land is 
always brought under cultivation, demonstrates that additional capital 
and labour cannot be indefinitely applied with the same advantage to 
the old land. The state of society in any particular country may be 
such— the demand for agricultural produce may be so great, th:it 
every quality of land actually yields rent ; but it is the same tiling if 
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there be any capital employed on land which yields only the return of 
stock with its ordinary profits, whether that capital be employed on 
old or new land. Now that there is a very large amount of capital 
employed in such a manner in this and every other country, is a fact 
of which there neither is, nor can be any doubt. A farmer who rents a 
farm, besides employing upon it such a capital as will, at the existing 
prices of raw produce, enable him to pay his rent, to obtain the average 
-rate of profit, and to replace his stock previously to the expiration of 
his lease, will also employ an additional capital, if it will only replace 
itself, and afford the ordinary rate of profit. • Whether he shall employ 
this additional capital or not, depends entirely on the circumstances 
of the price of raw produce being such as will repay his expenses and 
profits ; for he knows he will have no additional rent to pay. Even 
at the expiration of his lease, his rent will not be raised ; for, if his 
landlord should require rent, because an additional capital had been 
employed, he would withdraw it ; since, by employing' it in agricul- 
ture, he gets only the same profits he might have got by employing it 
in any other department of industry. If the capital last applied to 
the soil yields more than the common and average rate of profit, fresh 
capital will be invested in agriculture, and competition will sink prices 
to such a level as will just enable them to yield this rate, and no more ; 
if the capital last applied to the soil yields less than this common and 
average rate of profit, it will be withdrawn, until, by the rise of price, 
the last remaining capital yields this common rate. In every case, 
therefore, whether the last quality of land taken into cultivation yields 
rent or not, the last capital applied to the soil yields only the common 
and average rate of profit : and, consequently, the price of the produce 
which it yields, and which regulates the price of all the rest, is totally 
unaffected by rent. 

It has, in the second place, been objected to this account of the 
nature and causes of rent, that it takes for granted, that, in all extensive 
countries, landlords permit the farmers of the worst lands to occupy 
them without paying any rent. But, it is easy to show, that this is a 
mistake. The price of raw produce is not kept down to its necessary 
price by the competition of farmers, but by that of landlords. Though 
there must necessarily be a very wide difference, in any country of 
considerable extent, between the best and worst soils, still the grada- 
tion from the one extreme to the other is gradual, and almost imper- 
ceptible. The best differ but little from those which are immediately 
inferior to them, and the worst from those immediately above them. 
And hence it is just as impossible to point out the precise point where 
the first quality ends and the second begins, or where the second ends 
and the third begins, as it is to point out the precise point where the 
contiguous colours of the rainbow differ. Now, suppose that the 
numbers i, 2, 3, 4, 5, 6, 7, &c. designate the different qualities of soil in 
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an extensive country, and suppose that the effectual demand for raw 
produce is such as will just afford the common and average rate of 
profit to those who cultivate land of i}a& fifth degree of fertility, or that 
represented by No. 5 ; when such is the case, there can be no doubt 
that No. 5 will be cultivated ; for, besides the pecuhar attractions 
which agriculture possesses, it would be quite as advantageous to 
cultivate it as to engage in any other business. It would not, however, 
be more advantageous ; for its produce would yield no surplus in the 
shape of rent But suppose that a combination took place among the 
proprietors of Nos. i, 2, 3, 4, and 5, to withhold a portion of their 
produce! from market ; and that, in consequence of this, or any other 
cause, the price of com is raised ever so little above the expence of its 
production on No. 5 ; in that case, it is obvious that soils of the very 
next degree of fertility, or that that portion of Na 6, which, in point of 
productive power, differs ext]:emely little from No. 5, would be instantly 
brought under, cultivation ; and the increased supply would infallibly 
sink prices to the level that would just afford the average rate of 
profit, and no more, to the cultivators of No. 5, or of the poorest soils 
which the supply or the efiectual demand renders it necessary to cul- 
tivate. It is quite the same thing, therefore, in so far as price is con- 
cerned, whether a country is appropriated or not When it is appro- 
priated, prices are kept down to their lowest limit by the competition 
of the landlords. And it is by the self same principle, — the costofpro^ 
ducing that portion of the necessary supply raised under the most un- 
favourable circumstances y — that the price of raw produce is determined 
in England and in France, as it is determined in New Holland 
and in Illinois. 

But then it is said, that this reasoning involves a contradiction, — 
that it accounts both for a rise and a fall of price in the same way, or 
by an extension of cultivation ! In point of fact, however, }t does no 
such thing. The market price of com will always be low where it 
is cheaply produced, as in Poland ; and it will occasionally be low 
where it costs a great deal to produce it, as in England, when a re- 
dundant supply is brought to market Suppose, as before, that the 
effectual demand for corn in Great Britain is at present such as will 
just enable lands of the fifth degree of fertility to be cultivated ; but 
that, owing to the variable harvests, to injudicious encouragement held 
out l3y the Legislatiure, to the ardour of speculation, to the miscalcula- 
tion of farmers, or to any other cause, lands of the sixth degree of 
fertility have been cultivated ; the increased quantity of produce that 
must dius be thrown upon the market will plainly depress prices to 
such an extent, that, instead of yielding average profits to the cultiva- 
tors of No. 6, diey will not yield them to the cultivators of No. 5. But 
they will yield more to the cultivators of No. 5 than to those of No. 6 ; 
the latter, therefore, will be first driven from their business ; and when 
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they have retired, prices will rise, not indeed to such a height as to enable 
No. 6 to be cultivated, but so high as to enable the cultivators of No. 
5 to continue their business ; that is, as has been already shown, to the 
precise sum that will enable the rafsers of the last portion of the 
produce required to supply the effectual demand to obtain the common 
and average rate of profit. Should the demand, instead of continuing 
stationary, increase so that it could not be supplied without cultivating 
Nos. 6 and 7, the price of corn would rise in proportion to the in- 
creased expence of their cultivation. But to whatever extent the 
demand might increase, still, if such an improvement were made in 
agriculture, or in the art of raising com, as would enable the supply 
to be obtained from No. i only, the price would necessarily fall to the 
precise sum that paid the expences of its cultivators, and rent would 
entirely disappear. 

This analysis of the nature and causes of rent discovers an impor- 
tant and fundamental distinction between agricultural and commercial 
and manufacturing industry. In manufactures, the worst machinery 
is first set in motion, and every day its powers are improved by new 
inventions ; and it is rendered capable of yielding a greater amount of 
produce with the same expence. And as no limits can be assigned 
to the quantity of improved machinery that may be introduced — as 
a million of steam-engines may be constructed for the same, or rather 
for a less, proportional expence than would be required for the con- 
struction of one — the competition of capitalists never fails to reduce 
the price of manufactured commodities to the sum which the least ex- 
pensive method of production necessarily requires for production. 

In agriculture, on the contrary, the best machines, that is, the best 
soils, are first brought under cultivation, and recourse is afterwards had 
to inferior soils, requiring a greater expenditure of capital and labour 
to produce the same supplies. The improvements in the construction 
of farming implements, and meliorations in agricultural management, 
which occasionally occur in the progress of society, really reduce the 
price of raw produce, and, by making less capital yield the same 
supplies, have a tendency to reduce rent. But the fall of price, which 
is permanent in manufactures, is only temporary in agriculture. A 
fall in the price of raw produce, by enabling all classes to obtain greater 
quantities than before, in exchange for their products or their labour, 
raises the rate of profit, and leads, of course, to an increased accumu- 
lation of capital \ and this increased accumulation leads again to a 
greater demand for labour, to higher wages, to an increased population, 
and, consequently, to a further demand for raw produce and an extended 
cultivation. Agricultural improvements check for a while the necessity 
of having recourse to inferior soils and the rise of rents ; but the check 
can only be temporary. The stimulus which they, at the same time, 
give to population, and the natural tendency of mankind to increase 
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beyond the means of subsistence, is sure, in the end, to raise prices, 
and, by forcing recourse to poor lands, to raise rents. 

Mr. Malthus has, in illustrating this important distinction between 
agricultural and manufacturing industry, set the doctrine of rent in a 
clear and striking point of view. * The earth,' he observes, * has been 
sometimes compared to a vast machine, presented by nature to man 
for the production of food and raw materials ; but to make the resem- 
blance more just, as far as they admit of comparison, we should con- 
sider the soil as a present to m^ of a great number of machines, all 
susceptible of continued improvement by the application of capit^ to 
them, but yet of very different original qualities and powers. 

* This great inequality in the powers of the machinery employed in 
procuring raw produce, forms one of the most remarkable features 
which distinguishes the machinery of the land from the machinery 
employed in manufactures. 

* When a machine in manufactures is invented, which will produce 
more finished work with less labour and capital than before, if there 
be no patent, or as soon as the patent is over, a sufficient number of 
such machines may be made to supply the whole demand, and to su- 
persede entirely the use of all the old machinery. The natural conse- 
quence is, that the price is reduced to the price of production from the 
best machinery, and if the price were to be depressed lower, the whole 
of the commodity would be withcirawn from the market. 

* The machines which produce corn and raw materials, on the con- 
trary, are the gifts of nature, not the works of man ; and we find by 
experience that these gifts have very different qualities and powers. 
The most fertile lands of a country, those which, like the best machin- 
ery in manufactures, yield the greatest products with the least labour 
and capital, are never found sufficient to supply the effective demand 
of an increasing population. The price of raw produce, therefore, na- 
turally rises till it becomes sufficiently high to pay the cost of raising 
it with inferior machines, and by a more expensive process : and, as 
there cannot be two prices for corn of the same quality, all the other 
machines, the working of which requires less capital compared with 
the produce, must yield rents in proportion to their goodness, 

* Every extensive country may thus be considered as possessing a 
gradation of machines for the production of corn and raw materials, 
including in this gradation not only all the various qualities of poor 
land, of which every large territory has generally an abundance, but 
the inferior machinery which may be said to be employed when good 
land is further and further forced for additional produce. As the price 
of raw produce continues to rise, these inferior machines are succes- 
sively called into action ; and, as the price of raw produce continues 
to fall, they are successively thrown out of acfion. The illustration 
here used serves to show at once the necessity of the actual price of ' 
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corn to the actual produce, and the different effect which would attend 
a great reduction in the price of any particular manufacture, and a 
great reduction in the price of raw produce. 

' I have no hesitation, then, in affirming, that the reason why the 
real price of com is higher and continually rising in countries which 
are already rich, and still advancing in prosperity and population, is to 
be found in the necessity of resorting constantly to poorer land — ^to 
machines which require a greater expenditure to work them — and 
which consequently occasion eacli fresh addition*to the raw produce 
of the country to be purchased at a greater cost ; — in short, it is to be 
found in the important truth that com is sold at the price necessary to 
yield the actual supply; and that^ as the production of this supply be- 
co7nes more and more difficulty the price rises in proportion, 

* I hope to be excused for having dwelt so long and presented to the 
reader in various forms the doctrine that corn, in reference to the quan- 
tity actually produced^ is sold at its necessary price like manufactures, 
because I consider it as a tmth of the highest importance, which has 
been entirely overlooked by the economists, by Adam Smith, and all 
those writers who have presented raw produce as selling always at a 
monopoly price.' (On the Nature and Progress of Rent ^ p. 37.) 

It appears, therefore, that, in the earliest stages of society, and when 
only the best lands are cultivated, no rent is ever paid. The landlords, 
as such, do not begin to share in the produce of the soil until it be- 
comes necessary to cultivate lands of an inferior degree of fertility, or 
to apply capital to the superior lands with a diminishing return. When- 
ever this is the case, rent begins to be paid ; and it continues to in- 
crease according as cultivation is extended over poorer soils ; and di- 
minishes according as these poorer soils are thrown out of cultivation. 
Rent, therefore, depends exclusively on the extension of tillage. It is 
high where tillage is widely extended over inferior lands ; and low 
where it is confined to the superior descriptions only. But in no case 
does rent ever enter into price. For, the produce raised on the poorest 
lands, or by means of the capital last applied to the cultivation of the 
soil, regulates the price of all the rest ; and this produce never yields 
any surplus above the common and average rate of profit* 
. II. — Money Rents.— We have now seen that the com or produce 

* The rise in the price of raw produce, occasioned by the decreasing fertility of the soils to 

which every advancing society must resort, was, I beheve, first distinctly shown in a work, in 
which there are many just and ingenious, intermixed with many fanciful and erroneous views, 
entitled, Pr incites de tout Gouvemement, in two vols. z2mo, published in 1766. The author 
has, on one occasion, hit upon the real origin of rent — 'Qitand les cultivateurs, devenus nom~ 
breuXf ' says he, * auront difrichi toittes les bonnes terres; par leur augmentation sttcces- 
sive, et Par la continuity du de/ricJiement^ il se trouvera un point ou ilsera plus avanta- 
geux (L un noHveau colon de prendre d/erme des terres fecondeSy que den dS/richer de nou- 
vellesbeaucoup moitts bonties.' — (Tome i. p. X26.) It is plain, however, from his not reverting 
to the subject, that he was not at all aware of the importance of the principle he had stated ; 
and it is apparent, indeed, from other passages of the work, that he supposed rent entered 
into price. 
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rent of a farm depends wholly on the extent to which bad lands are 
under tillage, or to which good lands are forced ; but the money rent 
of a farm depends partly on situation, and partly only on the extent to 
which tillage has been carried. If all the lands in the empire were 
equally well situated, or were equally contiguous to markets, the com 
rents, and the money tents, of those of equal fertility, would be every- 
where equaL But the difference of situation occasions very great dif- 
ferences in the money rents paid for lands of equal fertility. Thus, 
suppose two farmers employed equal quantities of capital, as 5,000 
quarters each, in the cultivation of farms of equal goodness, the one 
situated in the immediate vicinity of London, and the other in York- 
shire ; and, suppose farther, that London is the market to which the 
produce of both farms must be sent, and that the cost of conveying 
com from Yorkshire to London is five shillings a quarter ; under these 
circumstances, if the gross produce of each farm was 1,000 quarters, of 
which the landlord received one-fifth part, or 200 quarters, as rent, the 
money rent of the farm near London would be ;^5o a-year more than 
the money rent of the farm in Yorkshire. For, as the quantity of corn 
raised near London is not adequate to supply the effectual demand, its 
price in the city must suffice to pay those who bring any portion of the 
necessary supplies from the greatest distance, as well for the expenses 
of carriage as for those of production: and the farmer in the immediate 
vicinity, who gets this increased price for his produce, will have to pay 
a proportional increase of money rent ; just as the occupier of good 
land has to pay an increase of com or produce rent, as soon as infeiior 
lands are taken into cultivation. 

It has been said, however, that the Middlesex farmer must not only 
pay a higher money rent, but that he must also pay a higher com rent: 
for, if he does not, it is contended that a quantity of com will remain 
to him as profits equal to that which remains to the Yorkshire farmer; 
and as the value of com in Middlesex is greater than in Yorkshire, his 
profits win also be proportionally greater, which cannot be the case. 
But the circumstance of their paying equal com rents would not really 
cause any discrepancy in their profits. I have supposed that both 
farmers employ equal quantities of capital ; but it must be kept in 
view, that, to whatever extent the value of raw produce in Middlesex 
may exceed its value in Yorkshire, the value of the capital belonging 
to the Middlesex farmer must be increased to the same extent : and 
hence it follows, that the increased value or price of the produce be- 
longing to the last as profits, is no more than equal to the additional 
value of the capital he has employed, and that he is not,- consequently, 
in any respect in a better situation than the other. 

I may here observe, that the author of the Critical Dissertation on 
Value^ p. 194, contends, that because the value of that com which is 
raised on lands paying rent, is not, after inferior lands are taken into 
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cultivation, proportioned to the cost of its production, it is incorrect to 
represent the value of the aggregate quantity of produce raised in a 
country where cultivation has been extended over inferior lands, as 
depending on that principle. But those who maintain, that the value of 
raw products, and of all those commodities whose quantity can be in- 
definitely increased, by the application of fresh capital ^and labour to 
their production, is regulated and determined by the cost of their pro- 
duction, invariably refer to the quantity of labour required to produce 
that portion of raw produce, or of any required commodity which is 
raised under the most unfavourable circumstances. * The exchangeable 
value of all commodities,' says Mr. Ricardo, * whether they be manu- 
factured, or the produce of the mines, or the produce of land, is 
always regulated, not by the less quantity of labour that will suffice for 
their production under circumstances highly favourable, and exclusively 
enjoyed by those who have peculiar facilities of production : but by the 
greater quantity of labour necessarily bestowed on their production by 
those who have no such facilities ; by those who continue to produce 
them under the most unfavourable circumstances ; meaning — by the 
most unfavourable circumstances, the most unfavourable under which 
the quantity of produce required, renders it necessary to carry on the 
production.' (Prtn. of Polit Econ, y^d ed, p, 60.) 

This is the sense in which we are always to understand the proposi- 
tion that the value of commodities depends on the cost of their pro- 
duction, or on the quantity of labour required to produce them, and 
bring them to market. It is not meant to affirm, that the value of 
every particular hat or bushel of corn offered for sale is determined by 
the quantity of labour actually expended on its production ; What is 
really meant is, that the value of all the hats, as of all the corn brought 
to market, is determined by a certain standard ; and that this standard 
is tlie quantity of labour required to produce that hat, or that bushel of 
corn, that has been produced with the greatest difficulty. 

It is obvious, that no error can arise in estimating the value of raw 
produce from supposing it to have been wholly raised under the same 
circumstances as that portion which is raised by means of the capital 
last applied to the sail : For though portions of it may have been raised 
under very different circumstances, it is certain, that their value must, 
notwithstanding, be exclusively determined by, and identical with the 
value of that which is raised by this last applied capital And hence, 
when a quantity of corn is employed as capital in any industrious un- 
dertaking, we are to consider it as being, in fact, either the actual pro- 
duct, or the ///// equivalent of the product, of a given quantity of the 
labour of those who raise corn on the worst lands cultivated ; and the 
quantity of labour so wrought up in this capital, or represented by it, 
must plainly determine the real value of the commodities produced by 
its agency. This principle holds in the case of all commodities whose 
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quantity admits of being indefinitely extended. On tracing the ex- 
changeable value of any article of this description, we shall find that 
it is determined, in all ordinary states of the market, by the quantity 
of labour actually expended on its production, if it is produced under 
the most unfavourable circumstances, or that is actually expended on 
similar articles produced under these circumstances. 

It being thus established that the circumstance of land being appro- 
priated, and rent paid to the landlords, cannot affect the price of com- 
modities, or make any difference whatever on the principle which re- 
gulates their exchangeable value in the earliest stages of society, I pro- 
ceed, in the next place, to inquire into the effects of the accumulation 
and employment of capital, and of variations in the rate of wages on 
the value of commodities. 

Section VI. — Effect of the employment of Capital in Production^ on 
the Exchangeable Value of Comifiodities — Effect of Variations in 
the Rate of Wages on Exchangeable Value— i. When the Capitals 
employed in Production, are of the same degree of Durability, 2. 
When they are of different degrees of Durability — Time not to be 
taken into account in estimating Value — A High Rate of Wages does 
not lay the Commerce of a Country under any disadvantage. 

It has been previously shown, that the quantity of labour required to 
produce a commodity, and to bring it to market, formed, in the early 
stages of society, and before capital was accumulated, the sole prin- 
ciple by which its exchangeable value was regulated. But capital is 
only another name for all those commodities or articles' produced by 
human industry, that can be made directly available, either to the 
support of man, or to the facihtating of production. It is, in fact, 
nothing more than the accumulated produce of anterior labours and 
when it is employed in the production of commodities, their value 
must plainly be regulated, not by the quantity of immediate la- 
bour only, but by the total quantity, as well of immediate as of 
accumulated labour, or capital, which has been necessarily laid 
out in their production. Suppose that an individual can, by a day's 
labour, without the assistance of any capital whatever, kill a deer ; but 
that it requires a day's labour to construct weapons necessary to enable 
him to kill a beaver, and another day's labour to kill it. It is evident, 
supposing the weapons to have been rendered useless in killing the 
beaver, that one beaver really took as much labour to kill it as was 
required to kill two deer, and must, therefore, be worth twice as much. 
The durability of the weapons, or oif the capital employed by the beaver 
hunter, is obviously an element of the greatest importance in estimat- 
ing the value of the animals killed by him. Had the weapons been 
more durable than has been supposed, — had they served, for example, 
to kill twenty beavers instead of one, then the quantity of labour re- 
quired to kill a beaver would only have been one-twentieth more than 
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the labour required to kill a deer, and the animals would, of course, 
have exchanged in that proportion for each other ; and it is plain that, 
with every extension of the durability of the weapons, the value of the 
deer and the beaver would be brought still nearer to equality. 

It appears, therefore, inasmuch as capital is nothing but the accu- 
mulated produce of anterior labour, that its employment cannot affect 
the principle which makes the exchangeable value of conmiodities de- 
pendent on the quantities of labour required for their production. A 
commodity may be altogether produced by capital, without the co- 
operation of any immediate labour whatever ; and, inasmuch as the 
value of this capital is regulated and determined by the quantity of 
labour required for its production, it is obvious, that the value of the 
commodities produced by its means must at bottom be determined by 
the same quantity of labour : Or a commodity may be partly produced 
by capital, and partly by immediate labour, and then its exchangeable 
value will be proportioned to the sum of the two, or, which is still the 
same thing, to the total quantity of labour bestowed "pon it These prin- 
ciples are almost self-evident, and it is not easy to see how they can 
be made the subject of dispute or controversy ; but a considerable 
difference of opinion is entertained respecting the effects occasioned by 
the employment of workmen by capitalists, and by fluctuations in the 
rate of wages, on value. 

It does not, however, seem that there is really much room for these 
differences. Suppose that a certain quantity of goods, a pair of stock- 
ings for example, manufactured by independent workmen, freely ex- 
changes for a pair of gloves also manufactured by independent work- 
men, they will continue to exchange in this proportion, provided the 
quantities of labour required for their production continue invariable, 
after the workmen have been employed by some master manufacturer. 
In the first case it is true, as Adam Smith has observed, that the whole 
goods produced by the workmen belong to themselves, and that, in 
the second case, they have to share them with their employers. But 
it must be recollected, that in the first case the capital, or accumulated 
labour, made use of in the production of the commodities, belonged to 
the workmen, and that, in the latter case, it has htenjumisked them 
by others. The question then comes to be. Can the circumstance of 
labourers voluntarily agreeing to give a portion of the commodities pro- 
duced by them, as an equivalent, or compensation for the advantage 
and assistance derived from the use of the capital, or accumulated 
labour of others, afford any ground for raising the value of the com- 
modities produced by them ? It is evident it cannot The profits of 
capital are only another name for the wages of accumulated labour. 
They make a part of the price of every commodity in whose produc- 
tion any portion of capital has been wasted. But whether this ca- 
pital belongs to the labourer himself, or is furnished him by another^ is 



l^CVLLOClfS PRINCIPLES OP POLITICAL ECONOMY. J55 

obviously of no consequence. When the capital does not belong to 
the labourer, the commodities produced by him are divided into two 
specific portions, whereof one is the produce of the immediate labour, 
and the other of the capital, or accumulated labour, laid out upon them. 
But the value of the commodities will continue constant so long as the 
same quantity of labour is required for their production, whether that 
labour be supplied by one or more individuals. A shoemaker who 
manufactures shoes on his own account, must obtain the same rate of 
profit on their sale, that would accrue to a master shoemaker were he 
employed by him as a workman. He must not only possess a capital 
adequate to maintain himself and his family until his shoes can be dis- 
posed of, but he must also be able to furnish himself with a workshop 
and tools, to advance money to the tanner to pay his leather, and to 
provide for various other outgoings. If he did not, exclusive of the 
ordinary wages of labour, realize a profit, or compensation for the em- 
ployment of his capital, equal to the profit obtained by the master 
shoemaker, it would obviously be for his advantage to lend it to him, 
and to work on his account ; and it is plain, inasmuch as his shoes 
could not be sold for a higher price than those of the capitalist, that he 
could not realize a greater profit. 

It appears, therefore, that the circumstance of the accumulated 
labour or capital, and the immediate labour required to produce com- 
modities being furnished by different classes of people, does not affect 
the principle that their exchangeable value depends on the total 
quantity of labour required for their production. It now only remains 
to trace the effects of fluctuations in the rate of wages on price. When 
this is done, the subject will be exhausted. 

To simplify this inquiry, I shall divide it into two branches : I shall 
inquire,y?rj/ whether fluctuations in the rate of wages have any, and, 
if any, what effects on the relative value of commodities produced by 
the aid of capitals of equal degrees of durability ; and, second^ whether 
these fluctuations have any, and, if any, what effects when the capitals 
employed are of unequal degrees of durability. 

I. The first branch of this inquiry involves no real difficulty. If all 
classes of capitalists employed either fixed or circulating capitals, 
returnable in precisely the same periods, or of precisely the same 
degree of durability, they would all be in Ae very same situation, and 
would be equally affected by a rise or fall of wages. This proposition 
is self-evident, and must be assented to by every one. But, under 
these circumstances, it is plainly impossible that a rise or fall of wages 
could occasion any variation in the relative value, or price of commo- 
dities. Suppose, for example, that a hat produced, when wages are 
2s. a-day, freely exchanges for a pair of boots ; and let us suppose 
that, from some cause or other, wages rise to 3s., the question is, will 
this rise of wages affect the relative value of hats and boots ? It is 
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obvious that it could not. The relation of hats to boots could not 
possibly be affected, either by this or by any conceivable rise or fall of 
wages. Fluctuations in the rate of wages cannot, it must be remem- 
bered, be confined to one department. Competition will always elevate 
or depress their rate in any one trade to the common level of others. 
If wages really rise is. a day in the hat trade, they must, and they 
certahily will, unless restrictive and injurious regulations interpose, 
rise IS. in every other business. It is plain, then, that the hatter could 
not urge the circumstance of his being obliged to pay a greater amount 
of wages to his workmen, as a reason why the bootmakers should 
give him a greater number of boots in exchange for the same number 
of his hats ; for the bootmaker would have it in his power to reply, 
and would most certainly avail himself of that power, that the same 
rise of wages affected him to precisely the same extent. If, therefore, 
a hat was previously worth or exchanged for a pair of boots, they will 
continue to preserve this relation to each other, until some variation 
takes place in the quantities of labour required to produce them, 
and bring them to market. So long as these quantities continue the 
same, wages may rise to a guinea, or they may fall to a penny a day, 
without its being possible for either the rise or the fall to have the 
slightest effect on their value. 

But it may perhaps be said, that, though the relation which com- 
modities produced by the aid oif capitals of equal degrees of durability 
bear to each other cannot be affected by fluctuations in the rate of 
wages, these fluctuations may, notwithstanding, affect their price^ or 
their value estimated in money. But if the variation in the rate of 
wages be real and not nominal, that is, if the labourer be getting 
either a greater or less proportion of the produce of his industry, or 
a greater or less quantity of money of invariable value, this will not 
happen. Money is itself a commodity, whose value depends on the 
same circumstances that determine the value of all other commodi- 
ties. If the mine which supplies the gold and silver, of which money 
is made, be situated in the country, then it is clear, that the rise of 
wages that affects other producers, will equally affect those who are 
engaged in the production of gold and silver : and, if gold and silver 
be imported from abroad, it is equally clear, that no more of them 
will be obtained in exchange for commodities produced by the dearer 
labour, than was previously obtained for the commodities produced by 
the cheaper labour ; for, if those who export commodities to foreign 
countries, and exchange them for the precious metals, were to obtain 
more of such metals after wages rose than previously, they would be 
gaining just so much more than the common and average rate of 
profit gained by their neighbours at home, whose competition would 
speedily and infallibly compel them to give the same quantity of 
goods produced by the dear labour, for the same quantity of the pre- 
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cious metals that they had obtained previous to the rise in the rate of 
their wages. 

In this statement, it is taken for granted, that the value of money 
has been all the while invariable ; that is, that the same quantity of 
labour continues necessary to produce the same quantity of it. If the 
value of money fluctuates, if it becomes either more or less difficult of 
production, then, undoubtedly, both the rate of wages, and the price 
of commodities will vary. But they will do so, not because the 
labourer gets a greater or less amount of wages, but because the value 
of the commodity^ or standard in which wages and prices are esti- 
mated^ has varied. Wages, though most commonly paid in money, 
really consist of a part of the produce of the industry of the labourer ; 
consequently, they bear a high real value, when the labourer gets a 
comparatively large share of the produce of his industry ; and a low 
real value when he gets a comparatively small share of that produce. 
Instead of being identical with wages estimated in money or conmio- 
dities, real or proportional, wages are often lowest when money wages 
are highest, and they are often rising at the moment that money 
wages are falling, and vice versd. And hence, in order to avoid 
falling into endless mistakes, it is expedient, in all investigations into 
the distribution of commodities, to consider wages in the light, of a 
certain proportion of the produce of industry— as being really invari- 
able, so long as this proportion continues unchanged — as having 
really risen when it is increased, and fallen when it is diminished. 

The mistaking of fluctuations in the rate of money wages, for fluc- 
tuations in the real rate of wages, has been the source of much error 
and misapprehension. A man whose wages are is. a day, must get 
2s. to keep them at the same level, should the value of money decline 
a half; and the hat which now sells for los. must then, for the same 
reason, sell for 20s. It is obviously false, to call this a real rise, either 
of wages or prices : This, however, is what is generally done. The 
manufacturer who gives sixpence a day more to his men, and who 
sells his goods at a proportionally higher price, because of a fall in the 
relative value of money, rarely suspects that there has been any such 
fall, and almost invariably concludes, that the rise of wages has been 
the cause of the rise of prices, overlooking entirely the real cause of 
the rise of both— the decline in the value of the money or commodity 
in which wages and prices are estimated. 

Even if it were true, which most certainly it is not, that, when 
money is invariable in value, a rise of wages occasioned an equal rise 
in the money price of all conmiodities, it would be of no advantage to 
the producers. Commodities are always bought, either by other com- 
modities, or by labour, and it is almost superfluous to add, that it is 
quite impossible they can. ever be bought by any thing else. Of what 
benefit, then, would it be to a capitalist, a cotton-manufacturer for 
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example, to sell his cottons for 10 per cent advance, when wages rose 
10 per cent, when he would be obliged to give just so much more for 
every commodity for which he had a demand ? When wages really 
rise, the producers are in precisely the same situation, whether they 
sell the commodities they have to spare, and purchase diose they have 
occasion for at their former price, or whether they are all raised pro- 
portionally to the rise of wages. 

This principle may be still farther illustrated by supposing that the 
quantities of labour required for the production of every species of 
commodities are increased in exactly the same proportion: Under 
such circumstances, it is quite certain, that their exchangeable values, 
as compared with each other, would remain unaltered. A bushel of 
com would not then exchange for a greater quantity of muslin or of 
broad cloth, than it did before the increased expence of its produc- 
tion ; but each would have a greater real value, because each would 
be the produce of a greater quantity of labour. Under these cir- 
cumstances, the prices of commodities would remain stationary, while 
the wealth and comforts of the society would be materially diminished. 
But every person would have to make greater exertions to obtain a 
given quantity of any one commodity ; but as the expence of produc- 
ing all commodities is, by the supposition, equally increased, it would 
not be necessary to make any greater exertions to obtain one than 
another, and their relative values would be totally unaffected. 

But, if a general and equal increase of the quantities of labour re- 
quired for the production of commodities cannot alter their relation to 
one another, it is quite obvious that thi& relation cannot be affected by 
a general and equal increase of the wages paid for that labour. Fluc- 
tuations in the rate of real wages affect the proportion in which the 
produce of industry, under deduction of rent, is divided between 
capitalists and labourers — diminishing the proportion belonging to the 
capitalists, when they rise, and increasing it when they falL But as 
these changes in the distribution of commodities neither add to, nor 
take from the quantity of labour required to produce them and bring 
them to market, they cannot affect either their real or their exchange- 
able value. 

II. The arguments now brought forward, to show the impossibility 
of fluctuations in the rate of wages, affecting the exchangeable value of 
commodities produced by capitals of the same durability, were first ad- 
vanced by Mr. Ricardo. He, too, was the first who endeavoured to 
analyze and discover the effects of fluctuations in the rate of wages on 
the value of commodities, when the capitals employed in their produc- 
tion were not of the same degree of durability. The results of his 
researches in this most difficult branch of the science were still more 
important, and more completely at variance with the universally re- 
ceived opinions of political economists : For, Mr. Ricardo has not 
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only shown that it is impossible for any rise of wages to raise the price 
of all commodities ; but he has also shown, that in many cases a rise 
of wages necessarily leads to ?ifall of prices, and a fall of wages to a 
rise of prices ! 

It must be admitted, that this proposition certainly appears, when 
first stated, not a little paradoxical. The paradox, however, is 
altogether in appearance. On adverting to the means by which certain 
classes of commodities are produced, it will immediately be seen, that 
no proposition can, apparently, be more reasonable, or consistent with 
probability ; and it may be very easily shown that there is none which 
is more certain. 

Some commodities are almost exclusively the product of accumulated 
labour, or capital, and others of the immediate labour of man. Nearly 
the whole of the first class will, consequently, belong to the capitalist, 
and the latter to the labourer. Suppose a manufacturer has a machine 
worth ;^2o,ooo, endued with a high degree of durability, and which can 
manufacture commodities without the assistance of any, or with very 
little manual labour. In this case, it is quite clear that the goods pro- 
duced by the machine really form the profits of the capital invested in 
it ; and their value in exchange, or their price rated in money, must, 
therefore, vary with every variation in the rate of profit If profits are 
at 10 per cent, then the goods annually produced by the machine 
must, supposing money to be produced under the same circumstances, 
sell for ;^20op, with a small additional sum to cover the wear and tear 
of tlie engine : Should profits rise to 15 per cent, the price of the 
goods produced by the machine must rise to ;^3ooo, for otherwise the 
manufacturer would not obtain the common and average profit : And 
if, on the other hand, profits should fall to 5 per cent, the price of the 
goods must, for the same reason, fall to £1000, If, therefore, it can 
be shown, that a rise of wages reduces the rate of profits, it necessarily 
follows that it must also reduce the exchangeable value and price of 
all such commodities as are chiefly produced by machinery or fixed 
capital of a considerable degree of durability, or by circulating capitals 
returnable at distant periods, and vice versa. 

Now, it is easy to show that, so long as no variation takes place in 
the quantity of labour required for the production of commodities,* 
every rise of wages must reduce profits, and must, therefore, reduce 
the exchangeable value of those commodities which have been chiefly 
produced by the aid of fixed capital or machinery. It is plain, from 
what has been previously stated, that to whatever extent wages rise, it 
must be impossible for any set of produceis, whether the capitals 
employed by them are returnable in a day, a week, a year, or a 
hundred years, to obtain a larger share of the commodities produced 
by others of the satne class — that is, whose capitals are returnable in 
* The reason for Uu9 Umiduion will be subsequently explained. 
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equal periods with their own. This is just as absolutely impossible as 
it is to change the relation of proportional numbers by multiplying or 
dividing them all by the same number ; and, therefore, it is perfectly 
certain that a rise of wages cannot raise the value of any one com- 
modity as compared with all other commodities. But, if it cannot do 
this, it must universally lower profits. Suppose wages rise 10 per cent. : 
Assuredly that rise will not enable those manufacturers, who employ 
the fewest labourers in proportion to their capital, to obtain any larger 
share of the products belonging to those capitalists who are placed 
under similar circumstances — that is, who employ equal quantities of 
machinery and labour, and still less of those who lay out a larger por- 
tion of their capital in the payment of wages. It is clear, therefore, 
that the profits of the manufacturers in question, and, consequently, 
the profits of all other producers whatever must be reduced by this 
rise of wages ; and whenever this reduction takes place, the exchange- 
able value of the commodities, produced chiefly by the aid of fixed 
capital or machinery, will be diminished, as compared with those pro- 
duced chiefly by the hand. 

Suppose that the numbers i, 2, 3, 4, 5, 6, 7, 8, 9, 10, 11, &c. represent 
the various capitals, classed according to the respective degrees of their 
average durability, employed in this or any other country ; that No. i 
represents that clas^ of capitals which are wholly employed in the pay- 
ment of wages, and which are most speedily consumed and reproduced, 
No. 2, that class which is next in durability, and so on until we come 
to No. II, which represents that class of capitals which chiefly consist 
of highly durable machinery, and which are longest in being consumed 
and reproduced. Let us farther suppose, that the commodities pro- 
duced by the agency of these capitals are all yielding the same common 
and average rate of profit to their proprietors, and let us endeavour to 
discover what would, under these circumstances, be the effect of fluc- 
tuations in the rate of wages on the value of commodities. If wages 
rise, it is plain that the holders of the least durable capitals (No. I,) who 
may be supposed to use no machinery, will be more affected by the 
rise than the holders of the second class (No 2,) who may be supposed 
to employ some litde machinery, and these again more than the holdei-s 
of the third class (No. 3,) and so on till we come to the holders of the cap- 
ital of the highest degree of durability (No. 1 1,) which may be supposed 
to consist almost wholly of veiy durable machinery, and who will, on that 
account, be comparatively but little affected by the rise. Suppose, 
now, to illustrate the principle, that wages have so risen that the 
increased rate paid by the proprietors of the most durable capitals to 
the few labourers they employ— for they cannot possibly avoid employ- 
ing a few to superintend their machinery— has had the effect to reduce 
their profits Ofie per cent. : there is obviously no mode in which these 
capitalists can indemnify themselves for this fall of profits ; for, as 
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they employ the fewest labourers, they are least of all affected by 
the rise of wages ; the profits of all other capitalists being more 
reduced than theirs in proportion to the greater number of -labourers . 
they employ. Thus, supposing the proprietors .of the most durable 
capitals, or of No. 1 1, to employ a certain number of labourers in pro- 
portion to their capital, the proprietors of the next class, or of No. lo, 
to employ twice that number, and those of No. 9, three times that 
number, and so on ; then, on the hypothesis that the rise of wages has 
reduced the profits of the most durable capitals, or No. 1 1, one per 
cent, it will have reduced those of No. lo, two per cent, those of 
No. 9, three per cent, and so on till we come to the least durable class, 
No. I, whose profits will be reduced eleven per cent It is plain, how- 
ever, that this discrepancy in the rate of profit must be of very tempo- 
rary duration.' For the undertakers of those businesses, in which 
either the whole or the greater portion of the capital is laid out in pay- 
ing the wages of labour, observing that their neighbours, who have 
laid out the greater portion of their capital on machinery, are less 
affected by the rise of wages, will immediately begin to withdraw from 
their own businesses, and to engage in those that are more lucrative. 
The class of commodities produced by the most durable capitals, Nos. 7, 
8, 9, 10, &C., will, therefore, become redundant, as compared with 
those produced by the least durable capitals, Nos. i, 2, 3, 4, &c. and 
this increase on the one hand, and diminution on the other, will have 
the effect to sink the value of the commodities produced by the most 
durable capitals as compared with those produced by the least durable 
capitals ; or, which is the same thing, to raise the value of the latter 
compared with the former, till all yield the same rate of profit 

The class of commodities produced by capital of the medium degree 
of durabihty, or by No. 6, would not be affected by the rise ; for, what- 
ever they lost in exchangeable value, as compared with the commodi- 
ties produced by the less durable capitals, they would gain as com- 
pared with those produced by the more durable capitals. 

It has, however, been contended, that though the equalization in the 
rate of profit now alluded to might be effected by the destruction of a 
portion of the less durable capital, or by the comparatively g^eat 
accumulations that woidd henceforth be made by the holders of the 
more durable capitals, who were but little affected by the rise of 
wages, it could not be effected by such a transference of capital from 
the one class of businesses to the other as has been supposed : for it 
is said, that the fixed stock, or machinery, belonging to the holders of 
the capitals of the greatest degree of durability, being itself the produce 
of labour, it would not be possible to obtain this machinery at its 
former price after wages rose, so that the profits of the existing 
holders of Nos. 7, 8, 9, &c. could not be beat down to a common level 
with those of the holders of the less durable capitals by an influx of 

II 
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new competitors. But it is easy to see that this objection is not tenable. 
Suppose, which is the strongest case for the argument I am combating, 
that the machines, belonging to the capitalists of class No. ii, are the 
produce of the labourers employed by the capitalists of the class No. r. 
When wages rise, it is evident that the machines, and other conmiod- 
ities produced by No. I, cannot rise in value, as compared with money, 
or any other commodity produced under different circumstances, until 
they are diminished, or the others increased in quantity. And hence, 
there are two very sufficient reasons why the producers of the machines 
should not be disposed to sell them after wages rise ; for, in the first 
place, if they sell them, they will obtain no higher price for them than 
they obtained before the rise ; and, in the second place, as the more 
lucrative businesses, or those that are least affected by the rise of 
wages, can only be carried on by means of machinery, they could not, 
if they sold the machines, transfer circulating capital to them, but 
would be compelled to continue in those businesses that had become 
relatively disadvantageous. Instead, therefore of selling the machines, 
a large proportion of their producers would be induced to employ them 
in the businesses for which they were intended ; and would thus come 
into competition with the existing holders of the capitals Nos. 7, 8, 9, 
10, &c. exactly on the same footing that they stand, or with machines 
that have cost exactly the same price as theirs ; nor would this trans- 
ference of capital cease until the quantity of the commodities produced 
on the least durable side of the scale, had been so much diminished, 
and their value so much increased, as compared with those produced 
on the more dm-able side, that they were all brought to yield the same 
common and average rate of profit. 

If wages, instead of rising, had fallen, the opposite effects would have 
been produced. The holders of the capitals Nos. i, 2, 3, &c. who em- 
ploy a comparatively large proportion of labourers, deriving a greater 
advantage from the fall of wages than the holders of the capitals Nos. 
7, 8, 9, &c. their profits would be raised above the level of the latter. 
In consequence, capital would begin to move from those businesses that 
employed the fewest to those that employed the greatest number of la- 
bourers ; and the indestructible equilibrium of profit would be restored 
by an increase of the exchangeable value of the commodities produced 
by the most durable, as compared with those produced by the least 
durable capitals. 

It is abundantly certain, therefore, that no rise of wages can ever 
occasion a general rise of prices, and no fall of wages a general fall of 
prices ; but, supposing the productiveness of industry, or the quantity 
of labour required to produce commodities to remain the same, a rise 
of wages, instead of occasioning a general rise of prices, will have the 
ciTcct to occasion a general fall of profits ; and a fall of wages, instead 
of reducing prices, will occasion a general rise of profits. Owing, how- 
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ever, to the different and ever varying degfrees of the durability of the 
machinery, or fixed capital, employed in the production of commodi- 
ties, and the varying relation which the portion of. capital laid out in 
wages, or in the pay of immediate labour, bears to the whole capital 
employed, it is rather difficult to determine, d priori th^ precise extent 
to which any given fluctuation in the rate of wages will affect the rate 
of profit, and the exchangeable value of commodities. But, when due 
pains are taken, this may be always done : and the following three 
cases will briefly, and, I hope, satisfactorily elucidate the manner in 
which fluctuations in the rate of wages always operate, and the method 
to be followed in estunating their influence on. profits and prices : 

1. If all commodities were produced by immediate labour, or by ca- 
pital employed in the payment of wages, it is obvious that every rise 
of wages would cause an equal fall of profits. A capitalist who em- 
ployed £1000 in the payment of wages, must, if profits were at 10 per 
cent, sell the commodities for ;^i 100. But when wages rise 5 per 
cent., or to ;f 1050, he would not be able to sell his commodities for 
more than ;^i 100 ; for money is itself a commodity^ and as, by the sup- 
positiony^ all commodities are produced by immediate labour ^ the rise of 
wages would affect the producers of money to the very same degree that 
it affected all other producers. In this case, therefore, it is plain every 
rise of wages will equally sink profits, and every fsdl of wages will 
equally raise them. 

2. If all commodities were produced, one-half by immediate labour, 
and the other half by capital, profits would only fall to half the extent 
that wages rose. Suppose a capitalist employs £^00 in the payment 
of wages, and ;£soo as a fixed capital, when profits are at 10 per cent, 
the commodities produced must, as before, sell for £1 loa If wages 
rose 5 per cent, the capitalist would have to pay £^1^ as wages, and 
would, consequently, only retain £']^ as profits. In this case, therefore, 
a rise of wages to the extent of 5 per cent would, because of the employ- 
ment of equal quantities of capital and immediate labour in the pro* 
duction of commodities, only sink profits lyi per cent 

3. If all commodities were produced by capital of a high degree of 
durability, the capitalists, it is obvious, would not be at all affected by 
a rise of wages, and profits would, of course, continue as before. 

Now, suppose that commodities, instead of being wholly produced 
either by immediate labour, as in the first case, or wholly by equal 
quantities of immediate labour and of capital, as in the second, or 
wholly by fixed capital as in the third, are partly produced in the one 
iflode, and partly in the other, and let us see what effect this increase 
of 5 per cent in the rate of wages would have on their relative values. 
To facilitate this inquiry, let us distinguish these three descriptions of 
commodities by the Nos. i, 2, and 3. Now, it is quite evident that 
the rise of wages has aflected No. i 2}i per cent more than it has af- 
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fected No. 2, and 5 per cent, more tban it ]ias affixted No. 3. No. i 
most, therefore, as compared with No. 2, hare risen 2^ per cent, in ex- 
changeable value, and as compared with No. 3, it most have risen 5 
per cent. ; No. 2 must have fallen z% per cenL as compared, with No. 
I, and risen z% per cent, as compared with Na 3 ; and No. 3 must 
have &IIen 5 per cent as compared with No. i, and lyi per cent, as 
compared with No. 2; If wages, instead of rising, had &Ileny the same 
effects would obviously have been produced, but in a reveised order. 
The proprietors of the commodities of the class Na i would gain five 
per cenL by the £ill ; those of No. 2 would gain z}^ per cent., and 
those of No. 3 nothing ; and the relative values of these commodities 
would be adjusted accordingly.* 

Thus, then, it appears, inasmuch as any commodity taken for a 
standard by which to estimate the relative values of other commodi- 
ties, must itself be produced by capital returnable in a certain period, 
that when wages rise^ all commodities produced by LESS durable capi- 
tals than those which produce the commodity taken for a standard^ will 
rise in exchangeable value, and all those produced by MORE eturable ca- 
pitals will fall; and conversely when wages ate reduced. Suppose, as 
before, that the Nos. I, 2, 3, 4, 5, 6, 7, 8, 9, 10, and 11, represent capi- 
tals of corresponding decrees of durability. If a commodity produced 
by the least durable capital. No. i, and which may be supposed to be 
wholly employed in the payment of wages, be taken for a standard, all 
commodities whatever, produced by the other and more durable capi- 
tals, wouldy^// in value when wages rose ; and if we suppose those pro- 
duced by No. 2 to decline i per cent, those produced by No. 3 would 
decline 2 per cent, those produced by No. 4, 3 per cent, and so on 
until we arrive at No. 1 1, which will have fallen 10 per cent . If, on 
the other hand, a commodity, produced by the most durable capital, 
No. II, and which may be supposed to consist wholly of highly dur- 
able machinery, be made the standard, when wages rise, all the com- 
modities produced by the other less durable capitals would also rise ; 
and if those produced by No. 10 rose i per cent, those produced by 
No. 9 would rise 2 per cent, and those produced by No. i, 10 per cent 
If a commodity, produced by a capital of the medium degree of dura- 
bility, as No. 6, and which may be supposed to consist half of circu- 
lating capital employed in the payment of wages, and half of fixed ca- 
pital or machinery, be taken as a standard, the commodities produced 
by the less durable capitals, Nos. 5, 4, 3, 2, and i, will rise with a rise 
of wages, on the former hypothesis, the first, or No. 5, i per cent, the 
second, or No. 4, 2 per cent., &c. ; while those produced by the more 
durable capitals, Nos. 7, 8, 9, 10, and 11, will/^//, the first, or No. 7, 
I per cent, the second, or No. 8, 2 per cent, &c. exactly the reverse 
of the other. 

• The exftmploi here given are substantially the same with those given by Mr. Mill Elem 
n/rviit. J<coH,t ad cd. p. 103. 
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Hence it is obvious that the effect which variations in the rate ol 
wages have on pjice will principally depend on the nature of the capi- 
tal employed in the production of gold or silver. Whatever may be 
the proportions of circulating capital appropriated to the payment of 
wages, and of fixed capital employed in the production of the material 
of which money is made, all these commodities which are produced by 
the agency of a greater quantity of circulating capital, and with lesS 
fixed capital or machinery, will rise when wages rise, and fall when 
wages fall ; but those that are produced by the agency of a less quan- 
tity of circulating capital, and with more fixed capital or machinery, 
will fall when wages rise, and rise when wages fall ; while those that 
are produced in nearly the same circumstances, or by the agency of 
the same quantities of circulating and fixed capital as money, will not 
be effected by these fluctuations. 

It should be observed, however, that the variations in the exchange- 
able value of most commodities, caused by variations in the rate of 
wages, are confined within comparatively narrow limits. We have al- 
ready seen that, if all commodities were either produced wholly by im* 
mediate labour, or wholly by capital, or wholly by equal quantities of 
both, no variation in the rate of wages could have any effect on the 
value of commodities. • But, in point of fact, a very large class of com- 
modities are produced by means of nearly equal portions of fixed and 
circulating capital ; and as every rise of proportional wages that may 
take place must, under such circumstances, be balanced either by a fall in 
the rate of profit or by a proportional increase in the productiveness of 
industry, it is evident that the value of the commodities in question, as 
compared with each other, would remain nearly stationary. Although, 
therefore, a rise of wages has. a necessary tendency to raise the ex- 
changeable value of one class of commodities, and, consequently, to 
lower that of another class, the fall of profits, which must inevitably 
follow every rise of wages that is not accompanied by an increased pro- 
ductiveness of industry, has a contrary effect, and tends to sink the 
value of the commodities which the increased rate of wages would 
raise, and to elevate the value of those which the same increased rate 
would sink. And it is only in the extreme cases, or in the case of the 
commodities produced almost wholly by direct manual labour, on the 
one hand, or in that of those produced almost wholly by the aid of fixed 
capital or machinery, on the other, that a variation in the rate of wages 
occasions a considerable variation in their relative values. 

It must also be observed, that though fluctuations in the rate of 
wages occasion some variation in the exchangeable value of particular 
commodities, they neither add to nor take from the total value of the 
entire mass of commodities. If they increase the value of those pro- 
duced by the least durable capitals, they equally diminish the value of 
those produced by the more durable capitals. Their aggregate value 
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continues, therefore, always the same. And though it may not be 
strictly true of a particular commodity, that its exchangeable value is 
directly as its real value, or as the quantity of labour required to pro- 
duce it and bring it to market, it is most true to affirm this of the mass 
of conmiodities taken together. 

The principles I have now endeavoured to unfold and elucidate are 
substantially the same with those advanced by Mr. Ricardo : But 
Mr. Ricardo was inclined to modify his grand principle, that the 
exchangeable value of commodities depended on the quantity of 
labour required for their production, so far as to allow that the addi- 
tional exchangeable value that is sometimes given to commodities by 
keeping them after they have been purchased or produced, until they 
become fit to be used, was not to be considered as the effect of labour, 
but as an equivalent for the profits the capital laid out on the com- 
modities would have yielded had it been actually employed. I confess, 
however, notwithstanding the hesitation I cannot but feel in differing 
from s<) great an authority, that I see no good reason for making this 
exception. Suppose, to illustrate the principle, that a cask of new 
wine, which cost £$0^ is put into a cellar, and that, at the end of 
twelve months, it is worth £$Si the question is — Whether ought the 
£S of additional value, g^ven to the wine, be considered as a com- 
pensation for the time Uie £so worth of capital has been locked up, or 
ought it to be considered as the value of additional labour Actually 
laid out on the wine ? I think, that it ought to be considered in the 
latter point of view, and for this, as it appears to me, most satis- 
factory and conclusive reason, that if we keep a conunodity, as a cask 
of wine, which has not arrived at maturity, and on which, therefore, 
a change or effect is to be produced, it will be possessed of additional 
value at a year's end ; whereas, had we kept a cask of wine, or any 
other commodity, which had already arrived at maturity, and on 
which no beneficial or desirable change could be produced, for a hun- 
dred or a thousand years, it would not have been worth a single addi- 
tional farthing. This seems to prove incontrovertibly, that the addi- 
tional value, acquired by the wine during the period it has been kept 
in the cellar, is not a compensation or return for time, but for the 
effect or change that has been produced on it. Time cannot of itself 
produce any effect ; it merely affords space for really efficient causes 
to operate, and it is therefore dear it can have nodiing to do with 
value. 

Still better to illustrate this proposition, let us suppose that an indi- 
vidual has two capitals, one consisting of a thousand pounds worth of 
new wine, and the other consisting of nine hundred pounds worth of 
leather, and one hundred pounds worth of money : Suppose now, that 
the wine is put into a cellar, and that the £\oq is paid to^a shoe- 
maker, who is employed to convert the leather into shoes. At the 
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end of a year, this capitalist will have two equivalent values, perhaps 
;^i.ioo worth of wine, and ;f 1,100 worth of shoes. Now, if the 
increased value given to these capitals be a consequence of the 
change or effect that has been operated on them, and that it is so, is 
evident from the fact, that if either the leather or the wine had been 
found at the end of the year in the same state it was in at its com- 
mence^lent, it would have had no additional value, are we not entitled 
to affirm that this additional value has been given to these capitals 
by the operation of agents, which it required equal capitals to set in 
motion, and furnish with materials whereon to operate, and that, con- 
sequently, both the shoes and the wine are the result of equal quan- 
tities of labour ? 

If it should be objected that the cases in question are not parallel 
— that there is ;^ 100 worth of labour laid out on the shoes, and that 
there is no labour laid out on the wine, I answer, that the difference is 
not real, but apparent, and that, in truth and reality, there is exactly 
the same amount of labour expended on both. In point of fact, all 
that is done in either case is to change the form of equal capitals — to 
transmute, if I may so speak, a certain amount of capital through the 
medium of human hands into shoes, and to transmute an equal 
amount bf capital, through the medium of natural powers, into wine 
fit for drinking. The employer of the shoemaker paid him his ;^ioo 
of wages, not in the expectation that he was to lay out these wages, 
in addition to the labour of his hands, on his shoes ; but that he 
might lay out the wages on himself, and give him Jiis labour as an 
equivalent for them. On the one hand, therefore, the shoes were 
produced by nine-tenths of accumulated labour or capital, and one- 
tenth of immediate labour, while, on the other, the wine was wholly 
produced by means of capital. The object which the owner of the 
leather had in view was, to convert a certain amount of capital into 
shoes, and, to accomplish it, it was necessary that he should exchange 
one-tenth of it for an equivalent amount of the immediate labour of 
shoemakers. In the production of the wine, this exchange of capital 
for labour was not necessary ; the effect which had, in the first case, 
been produced by the agency of man, being, in the second case, pro- 
duced by the agency of the processes which nature herself carried on 
in the casks. It is clear, therefore, that no greater quantity of labour 
was required to produce the shoes than to produce the wine. Diffe- 
rent agents were employed to convert the capital into the fimshed 
produce, but that was ail. The quantity of capital which set these 
agents in motion, and on which they operated effects, was, in both 
cases, exactly the same, and, consequently, both products were brought 
into existence by the same quantity of labour. 

When a commodity is either wholly or partly produced by means of 
a machine, every one allows that the value communicated to it by its 
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operations is derived entirely from labour ; and yet, there is not at 
bottom a -shadow of difference in the nature of the operations effected 
by the aid of machinery, from those of fermentation, and the other 
processes carried on inside a cask, except that they are visible to the 
eye, and that the others are not. 

The case of timber affords a still better example of the universal 
applicability of this doctrine. When a tree grows naturally upon land 
which is not occupied, its value obviously depends on the labour 
required to cut it down.t But, excluding the consideration of rent, the 
payment of which would only cause a different division of the tree 
without affecting its value, let us suppose that a tree which is now 
worth ;£25 or ;£3o, was planted a hundred years ago at an expense of 
one shilling, it may be easily shown, that the present value of the 
tree is owing entirely to the quantity of labour laid out upon it A 
tree is at once a piece of timber, and a machine for manufacturing 
timber ; and though the original cost of this machine be but small, 
yet, as it is not liable to waste or decay, the capital vested in it will, 
at the end of a distant period, have operated a considerable effect, or, 
in other words, have produced a considerable value. If we suppose 
that a machine, which cost only one shilling, had been invented a 
hundred years since ; that this machine was indestructible, and, con- 
sequently, required no repairs ; and that it had, all the while, been 
employed in the weaving of a quantity of yarn, gratuitously produced 
by nature, which was only now finished, this cloth might now be worth 
£2^ or ;£30 ; but, whatever value it may be possessed of, it is evident 
it must have derived it entirely from the continued agency of the 
machine, or, in other words, from the quantity of labour expended on 
its production. This, however, is just the same case, in point of prin- 
ciple, as that of the tree. The capital employed in the timber-making 
machine was small ; but the great length of time during which it was 
employed, enabled it to produce a powerful effect, and has, therefore, 
given a high value to its produce. 

Time is not, therefore, to be taken into account in estimating the 
value of commodities, except only when it may be necessary to refer to 
it, in order to ascertain the quantities of labour required for their pro- 
duction. If the capitals be equal, and the times in which the effects, 
or changes, operated by their means are different, it is at once a proof 
that a greater quantity of labour has been required to produce the one 
effect than the other, and an exponent of that greater quantity — in the 
same way as we justly say, that twice the quantity of labour is expended 
on a commodity which can only be produced by a workman in a month, 
that is expended on one which he can produce in a fortnight If it re- 
quires ;£r,ooo worth of capital, or accumulated labour, to collect the 
materials, and to set and keep the muscles of the masons in motion 
who are to build a house, and if it also requires ;£ 1,000 worth of capital 
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to collect the fluid, and to set and keep fennentation and the other 
processes in motion that are required to produce a given quantity of 
wine, then it is plain, in the event of the house and the wine being pro- 
duced in the same time^ that they are the produce of equal quantities 
of labour ; and it is also plain, in the event of their requiring different 
times for their production, that it can only be because different quan- 
tities of labour are required for that purpose. 

Besides the objection now stated, it has been contended by Colonel 
Torrens, in his valuable work On the Production of Wealthy in opposi- 
tion to the theory I have been endeavouring to establish, that, after 
capital has been accumulated, the relative or exchangeable value of 
commodities is no longer, as in the early stages of society, determined 
by the total quantities of labour required to bring them to market, but 
by the quantities of capital required for that purpose. At bottom, how- 
ever, this theory is precisely the same as that just explained. Capital 
is nothing but the accumulated produce of anterior labour ; and its 
value, like the value of everything else, is to be estimated by the quan- 
tity of that labour required to procure it In this respect, too, there is 
no difference, as has been already shown, between labourers and any 
other species of machines. A labourer is himself a portion of the 
national capital ; and is to be considered, in all investigations of this 
sort, merely as a machine which it has required a certain quantity of 
labour to construct : The wages earned by the labourer ^re no more 
than a fair. remuneration for the labour performed by him, or, if I may 
so speak, they yield only the common and ordinary rate of profit to the 
proprietors of the machine called man, exclusive of a sum to replace 
the wear aAd tear of the machines, or, which is the same thing, to 
supply the place of the old and decayed labourers with new ones. 
Whether, therefore, a commodity has been produced by the expendi- 
ture of a capital which it cost a certain quantity of the labour of man 
to provide, or whether it has been immediately produced by the expen- 
diture of that quantity of labour directly tipon it, is of no moment. In 
either case, it is produced by exactly the same amount of labour, or, if 
it should be deemed a better phrase, of capital. There is, in truth, no 
substantial difference between the labour of man and of machinery. 
Men are themselves capital ; — they are the product of anterior labour, 
just as much as the tools or engines with which they perform their 
tasks : And to say that the exchangeable value of commodities de- 
pends on the quantities of capital expended on their production, is not 
to contradict, but is, in fact, only another way of expressing the iden- 
tical proposition I have been endeavouring to illustrate. 

Many practical conclusions kA great interest and importance may 
be deduced from the principles developed in this section. It had, for 
example, been long and universally supposed, that a country where 
wages are comparatively low would be able, provided it possessed the 
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same facilities for the production of commodities, to undersell all other 
countries in markets equally accessible to all parties. But, the princi- 
ples now laid down show the fallacy of this opinion. Suppose, to 
exemplify the mode in which variations in the rate of wages really 
affect foreign commerce, that England and France have ^^««/ facilities 
for producing all sorts of commodities, and that the rate of wages is 
equal in both countries ; and let the following numbers represent the 
different classes of capital, ranged according to the different degrees 
of their durability, employed in production in England and France, viz, 
Nos. I, 2, 3, 4, 5, 6, 7, 8, 9, 10, 11, &c. England 
Nos. i', 2', 3', 4', 5', 6', 7', 8', 9', 10', II', &c. France. 
Now, as the two countries are supposed to have equal facilities of 
production, and as the rate of wages in them both is also supposed to 
be the same, the commodities produced by each will sell equally well 
in any third market, as in that of the United States, equally open to 
both : But, suppose that, while wages continue stationary in France 
they rise in England, and mark the result. All that class of commo- 
dities produced in England by the capitals Nos. 7, 8, 9, 10, &c. which 
are above the mediwn degree of durability, and may be supposed to 
consist chiefly of machinery, will fall, while those produced by the less 
durable capitals Nos. i, 2, 3, 4, &c. will rise. The former will not, how- 
ever, fall only in relation to other commodities produced in England 
by less durable capitals, but they will also fall in relation to the com- 
modities produced in France by the corresponding and equally durable 
capitals Nos. 7', 8', 9', 10', &c. ; while the latter, or the commodities 
produced in England by the capitals Nos. i, 2, 3, 4, &c. will rise in 
value as compared with the commodities produced in France by the 
corresponding capitals, Nos. i', 2', 3', 4', &c. The merchants of Eng- 
land and France will, therefore, no longer come into the American 
market on the same terms as formerly ; for England will now have a 
decided advantage over France in the production and sale of those 
commodities that are produced chiefly by machinery, while France will, 
on her part, have an equally decided advantage over England in the 
production and sale of those commodities that are chiefly the direct 
produce of the hand. And such, in point of fact, is actually the case. 
The bulk of our exports consists of cotton goods and other products 
of machinery : whereas the bulk of the exports of France consists of 
the productions of her soil, and of jewellery and fancy articles, prin- 
cipally the product of manual labour. It is, therefore, quite idle to 
suppose that a rise of wages can ever be fatal to the foreign commerce 
of a country. It may, indeed, turn it into new channels, but that is ajl 
it can do. If, on the one hand, it raises the value of certain descrip- 
tions of commodities, and checks their exportation, on the other hand, 
it proportionally lowers the value of other descriptions, and fits them 
the better for the foreign market. 
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It appears, therefore, that instead of our high wages laying our cot- 
ton manufacturers under any disadvantage in the sale of their goods as 
compared with their continental competitors, their effect is distinctly 
the reverse. The high wages we pay to our workmen cause low 
profits; and as the principal part of the value of cottons and other 
commodities chiefly produced by the agency of machinery, consists of 
profits, it must be comparatively low where wages are high. Suppose, 
for example, that two highly durable machines, of equal power and 
goodness, and which can manufacture commodities with but little 
manual labour, are erected, the one in France and the other in Eng- 
land : If the machines cost ;£20,ooo each, and if the rate of profit in 
France is seven and in England five per cent, the goods produced by 
the French machine would have to sell for ;^ 1,400, whereas those pro- 
duced by the English machine would only sell for ;£ 1,000. It should 
also be observed, inasmuch as one description of machinery is for the 
most part lau-gely employed in the production of another, that it is most 
probable, in the event of one of the machines being made in England 
and the other in France, that the English one would cost so much as 
;^20,ooc, and that its produce might on that account be sold under ;£ 1000. 
Independently, however, of this circumstance, the advantage that our 
manufacturers who employ a great proportion of machinery must have 
over those of France, in consequence of our higher wages and lower 
profits, is obvious and decided. This principle sets the impolicy of the 
restrictions on the exportation of the machinery used in cotton-mills 
in a very striking point of view. It is quite evident that although 
France were possessed of all those facilities for manufacturing cottons 
we now enjoy, though Normandy were a second Lancashire, and 
Rouen a fac simile of Manchester, her manufacturers would not be 
able to enter into a successful competition with those of England. The 
possession of better machinery would have no tendency to raise wages 
and lower profits in France ; and, till this is done, we must, supposing 
we continue to possess equal facilities of production, always have a 
decided ascendancy over the French in the sale of such articles as are 
mainly produced by means of machinery. 

The statement now made, is not meant to convey the insinuation 
that our high wages and low profits are really advantageous. On the 
contrary, the tendency of a low rate of profit is not only to occasion all 
countries in which it obtains to advance slowly as compared with 
those in which it is higher, but it also forms a strong temptation to 
transfer capital to other countries. A reduction of wages, following a 
corresponding reduction in the price of com, or any of the principal 
necessaries that enter into the consumption of the labourer, would 
certainly have the effect to raise profits, and thus by raising their 
price, to narrow the foreign demand for cottons. But, a diminution in 
the amount of the commodities we now export to foreign countries. 



1 72 HIGH WAGBS AND LOW PROFITS NOT DISADVANTAGEOUS. 

arising from this cause, instead of being injurious would be most 
beneficial It would be the effect of industry having become more 
productive ; and any capital that had previously been employed in the 
production of goods for the foreign market, that could not, under the 
supposed new circumstances of the country, be advantageously sent 
abroad, would be certain to meet with a more advantageous employ- 
ment in other branches. But in so far as the cotton manufacture is 
concerned, there can be no manner of doubt that our high wages and 
low profits have most powerfully contributed to its extraordinary ex- 
tension. And, however paradoxical it may seem, it is, nevertheless, 
unquestionably true, that, were wages to rise, additional capital would 
be attracted to the cotton manufacture, and the price of cottons would 
experience a further reduction ; whereas, were wages to fall, capital 
would be drawn from the cotton manufacttu-e to those businesses that 
employ less machinery, and the price of cottons would rise.* 

Section VII. — Circumstances which determine the Rate of Wages. — 
I. Market or Real Wages j depend on the proportion between capital 
and population. — 2. Natural or Necessary Wages; depend on the 
species and quantity of food and other articles required for the con- 
sumption of the labourer; different in different countries and periods. 
— Effect of fluctuations in the rate of Wages on the condition of the 
labouring classes, — Advantage of a high Rate of Wages. — Advant- 
age of having the labourers dependent for support on the cheapest 
species of food. — High Wages not a cause of idleness. — Effect of the 
Poor Laws and of Education^ on the condition of the labourers. — 
3. Proportional Wages; depend partly on the amount and species 
of the articles consumed by the labourers, and partly on tJu produc- 
tiveness of industry. 

We have already seen that the wages earned by the labourers engaged 
in different employments may really, when all things are taken into 
account, be considered as about equal ; and, therefore, without regard- 
ing the differences that actually obtain in the amount of money, or 
of commodities, earned by different sets of workmen, I shall suppose 
all sorts of labour to be reduced to the same common standard, and 

^ * Sir William Petty seems to have been the first person who has distinctly stated the piin- 
ciple^ that the relative value of commodities depends entirely on the quantities of labour 
requured for their production. * If/ says he, ' a man bring to London an ounce of silver out 
of the earth in Peru, in the same time that he can produce a bushel of com, the one is the 
natural price of the other ; noiv, if by reason of new and more easie mines, a tnan can get 
two ounces of silver as easily as formerly he did one, then com will be as cheap at ten 
shillings the bushel as it was be/ore at Jive shillings, ceeteris parilms* (Treatise of 
Taxes and Contributions, ed. 1679, P- S'-) At page 24, he says, * Let a hundred men work 
ten years upon corn, and the same number of men the same time upon silver ; I say that the 
neat proceed of the silver is the price of the whole neat proceed of the com ; and like parts of 
the one the price of like parts of the other ;' and at page 67 he says, * Com will he twice as 
dear when there are two hundred husbandmen to do t/te same work which an hundred 
could perform* These passages are curious and interesting, as exhibiting the first germs of 
that theory which Mr. Ricardo has perfeaed. 
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shall endeavour to discover the principle that regulates the rate of 
wages paid for that common labour. 

This inquiry will be facilitated by dividing it into three branches ; 
the object in iiiejirst being to discover the circumstances which deter- 
mine the market or actual rate of wages at any given moment ; in the 
secotidf to discover the circumstances which determine the natural or 
necessary rate of wages, or the wages required to enable the labourer to 
subsist and continue his race ; — and in the thirds to discover the cir- 
cumstances which determine proportional wages, or the share of the 
produce of his industry, falling to the labourer. 

I. Circumstances which determine the Market or Actual 
Rate of Wages. — The capacity of a country to support and employ 
labourers, is in no degree dependent on advantageousness of situation, 
richness of soil, or extent of territory. These, undoubtedly, are circum- 
stances of very great importance, and must have a powerful influence 
in determining the rate at which a people advances in the career of 
wealth and civilization. But it is obviously not on these circumstances, 
but on the actual amount of the accumulated produce of previous 
labour, br of capital, devoted to the payment of wages, in the possession 
of a country, at any given period, that its power of supporting and 
employing labourers must wholly depend. A fertile soil affords the 
means of rapidly increasing capital ; but that is all. Before this soil 
can be cultivated, capital must be provided for the support of the 
labourers employed upon it, just as it must be provided for the support 
of those engaged in manufactures, or in any other department of 
industry. 

It is a necessary consequence of this principle, that the amount of 
subsistence falling to each labourer, or the rate of wages, must depend 
on the proportion which the whole capital bears to the whole amount 
of the labouring population. If the amount of capital were increased, 
without a corresponding increase taking place in the population, a 
larger share of such capital would fall to each individual, or the rate of 
wages would be augmented : And if, on the other hand, population 
were increased faster than capital, a less share would be apportioned 
to each individual, or the rate of wages would be reduced. 

To illustrate this principle, let us suppose, that the capital of a 
country appropriated to the payment of wages, would, if reduced to the 
standard of wheat, form a mass of 10,000,000 of quarters : If the 
number of labourers in that country were two millions, it is evident 
that the wages of each, reducing them all to the same common 
standard, would be five quarters : and it is further. evident, that this 
rate of wages could not be increased otherwise, than by increasing the 
quantity of capital in a greater proportion than the number of labourers, 
or by diminishing the number of labourers in a greater proportion than 
the quantity of capital. So long as capital and population continue to 
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march abreast, or to increase or dimini^ in the same proportion, so 
long will the rate of wages, and consequently the condition of the 
labourers continue unaffected j and it is only when the proportion of 
capital to population varies — ^when it is either increased or diminished, 
that the rate of wages sustains a corresponding advance or diminution. 
The well-being and comfort of the labouring classes are, therefore, 
especially dependent on the relation which their increase bears to the 
increase of the capital that is to feed and employ them. If they 
increase faster than capital, their wages will be reduced ; and if they 
increase slower, they will be augmented In fact, there are no means 
whatever by which the command of the labouring class over the 
necessaries and conveniences of life can be enlarged, other than by 
accelerating the increase of capital as compared with population, or by 
retarding the increase of population as compared with capital : and 
every scheme for improving the condition of the labourer, which is not 
bottomed on this principle, or which has not an increase of the ratio 
of capital to population for its object, must be completely nugatory 
and ineffectual. 

The wages of labour are most commonly either paid or estimated in 
money ; and it may perhaps be thought, that their amount will, in 
consequence, depend more on the quantity of money in circulation in 
a country, than on the magnitude of its capital. It is really, however, 
quite the same to the labourer whether the quantity of money received 
by him as wages is great or small. He will always receive such a 
quantity as will suffice to put him in possession of a portion of the 
national capital falling to his share. Men cannot subsist on coin or 
paper. Where wages are paid in money, the labourers must exchange 
it for necessaries and conveniences ; and it is not tlie quantity of 
money they receive, but the quantity of necessaries and conveniences 
for which that money will exchange, that is to be considered as reafly 
forming their wages. If the quantity of money in Great Britain were 
reduced a half, the rate of wages, estimated in money, would decline 
in the same proportion \ but, unless some change had, at the same 
time, taken place in the amount of that portion of the capital of the 
countiy which consists of the food, clothes, and other articles that 
enter into the consumption of the labourer, he would continue in pre- 
cisely the same situation. He would carry a smaller quantity of pieces 
of gold and silver to market than formerly ; but he would obtain the 
same quantity of commodities in exchange for them. 

Whatever, therefore, may be the state of money wages in a country 
— ^whether they are is. or 5s. a day — it is still certain, that if the 
amount of the national capital and the population continue the same, 
or increase or diminish in the same proportion, no variation will take 
place in the rate of wages. Wages never really rise, except when the 
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proportion of capital to population is enlarged ; and they never really 
fall, except when that proportion is diminished. 

The effects which the different rates at which capital and popula- 
tion advance in different countries have on the condition of their 
inhabitants, may be exemplified in a very striking manner, by com- 
paring the rate of increase and the actual state of the people of Great 
Britain, with the rate of increase and the actual state of the people of 
Ireland. It is certainly true, that there has been a considerable 
increase in the capital of Ireland during the last hundred years ; 
though no one, in the least acquainted with the progress of the diffe- 
rent parts of the Empire, has ever presumed to say that this increase 
has been in the proportion of a third or even ?i fourth, to the increase 
of capital in England and Scotland during the same period. But the 
increase of population in Ireland, as compared with its increase in 
Britain, has been widely different from the increase in the capital of 
the two countries, or in their means of employing people, and sup- 
porting them in a state of comfort and respectability. According to 
the tables given in the Parliamentary Reports, the population of 
Great Britain amounted, in 1720, to 6,955,000, and, in 1821, it 
amounted to 14,391,000, having a little more than doubled in the 
course of the century : While, from the same Reports, it appears that 
the population of Ireland, whose capital had increased in so inferior a 
proportion to that of Britain, amounted to very little more than two 
millions in 1731, and to very near seven millions in 1821 ;* having 
nearly quadrupled in less time than that of Britain took to double I 

Without entering upon any lengthened inquiries respecting the 
causes of this difference, it may be observed, that, on the first intro- 
duction of the potato into Ireland, in 1610, the peasantry, then very 
much degraded, and without any elevated notions of what was neces- 
sary for their comfortable subsistence, eagerly resorted to so cheap a 
species of food ; and, owing to the unfortunate circumstances under 
which they have ever since been placed, they have never endeavoured 
to attain to any thing higher. Provided they have sufficient supplies 
of potatoes they are content to vegetate, for they cannot be said to 
live, in rags and wretchedness. But whatever may have been the 
causes which have led to the disparity previously stated in the increase 
of population in Great Britain and Ireland as compared with the 
increase <rf their capitals, there cannot be the shadow of a doubt, that 
its successive augmentation in Ireland is the immediate and proximate 
cause of the want of demand for labour in that country, and of the 
misery and extreme poverty of the people. The number of persons 
soliciting employment compared with the means of rewarding their 
exertions, is so very great, that wages have been reduced to the lowest 

• [The potato rot of 1847, consetjuent faxnine, and emigration have greatly changed these 
£gxir9s.~-A. M.J 
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pittance that can afford the smallest necessary supply of the coarsest 
and cheapest species of food capable of supporting human life. All 
the witnesses examined by the Committee of the House of Commons, 
on * The Employment of the Poor of Ireland^ ia 1823, concur in repre- 
senting their numbers as excessive, and their condition as wretched in 
the extreme. Their cabins, which are of the most miserable descrip- 
tion, are utterly unprovided with any thing that can be called furni- 
ture ; in many families there are no such things as bed-clothes ; the 
children, in extensive districts of Munster and the other provinces, 
have not a single rag to cover their nakedness; and, whenever the 
potato crop becomes even in a slight degree deficient, the scourge of 
famine and disease is felt in every corner of the country. Mr. 
Maurice Fitzgerald, M.P. mentions, that *he had known the peasantry 
of Kerry quit their houses in search of employment, offering to work 
for the merest subsistence that could be obtained, for twopence a-day, 
in short, for anything that would purchase food enough to keep them 
alive for the ensuing twenty-four hours.' {Report, p. 158.) Mr. Tighe 
mentions, that * the number of persons in Ireland supported by charity 
is quite inconceivable ; they must be supported either by charity, or 
by pillage and plunder ; to the want of employment I attribute every- 
thing that afflicts and disgraces that country.' {Report, p. 108.) 
And Dr. Rogan, who had been employed by Government to report on 
the state of disease in the North of Ireland, states, in his valuable 
work on the Fever in Ulster, published in 1819, that 'Throughout the 
extensive counties of Tyrone, Donegall, and Derry, the population is 
only limited by the difficulty of procuring food. Owing to the uni- 
versal adoption of the cottier system, and to the custom of dividing 
farms among the sons, on the death of the father, the labouring classes 
are infinitely more numerous than are required for the purposes of 
industry. Under these circumstances, they are engaged in a constant 
struggle for the bare necessaries of life, and they never enjoy its 
comforts.' {Report, p. 8.) 

These statements, which might, were it necessary, and did our space 
permit, be multiplied a thousand fold, conclusively show that a vast 
increase has taken place in the population of Ireland, and that it is 
now both superabundant and miserable in the extreme. And hence 
the obvious and undeniable inference, that, in. the event of the popu- 
lation having increased less rapidly than it has done, there would 
have been fewer individuals soliciting employment, and that, conse- 
quently, the rate of wages would have been proportionally higher, and 
the condition of the poor so far improved. No proposition then can be 
more true, than that the unexampled misery of the Irish people is directly 
owing to the excessive augmentation of their numbers ; and nothing 
can be more perfectly futile, than to expect any real or lasting amend- 
ment in their situation, until an effectual check has been given to the 
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progress of population. It is obvious, too, that the low and degraded 
condition into which the people of Ireland are now sunk, is the con- 
dition to which every people must be reduced, whose numbers continue, 
for any considerable period, to increase faster than the means of pro- 
viding for their comfortable and decent subsistence ; and such will 
most assuredly be the case, in everyold setded country in which the prin- 
ciple of increase is not powerfully counteracted by the operation of 
moral restraint, or by the exercise of a proper degree of prudence and 
forethought in the formation of matrimonial connections. 

II. Circumstances which determine the Natural or 
Necessary Rate of Wages.— There are obviously limits, however 
difficult it may be to specify them, to the extent to which a reduction of 
wages can be carried. The cast of producing labour^ like that of pro- 
ducing all other articles brought to market, must be paid by the pur- 
chasers. The race of labourers would become altogether extinct, were 
they not to obtain a sufficient quantity of food and other articles re- 
quired for their own support, and that of their families. This is the 
lowest amount to which the rate of wages can be permanently reduced ; 
and it is for this reason, that it has been defined to be the natural or 
necessary raie of wages. The market or actual rate of wages may 
sink to the level of this rate ; but it is plainly impossible it can con- 
tinue below it It is not, as has been already shown, on the quantity 
of money received by the labourer, but on the quantity of fopd and 
other articles necessary for his support, for which that money will ex- 
change, that his ability to maintain himself, and to rear as many 
children, as may be required to keep up the number of labourers, must 
depend. The natural or necessary rate of wages must, therefore, be 
determined by the cost of producing the food and other articles, which 
enter into the consimiption of the labourers.* And though a rise in 
the market or current rate of wages is seldom exactly coincident with 
a rise in the price of necessaries, they can never, except in the rare 
case when the market rate of wages greatly exceeds the natural or 
necessary rate, be very far separated. However high the price of 
commodities may rise, the labourers must always receive a supply 
equivalent for their support : if they did not obtain this supply, they 
would be left destitute ; and disease and death would continue to thin 
the population, until the reduced numbers bore such a proportion to 
the national capital as would enable them to obtain the means of sub- 
sistence. 

The opinion of those who contend, that the rate of wages is in no 

* L'ouvrier mineur, en Saxe, recoit, 18 sols par jour de salaire, tandis que rouvricr em- 
ployed au meme genre de travail, dans la province de Choco au Pcrou, recoit en argent six a 
sept fois plus. Mais ce dernier paie aussi six li sept plus cher le pain dont il se noumt parce 
que la farine des Etats-Unis y est transport^e k dos de mulet k une longue disunce des cotes, 
par des routes monteuses ct difficiles. Ce que le maitre doit fournir k I'ouvrier c'est la sub- 
sistence, et I'argent donn(S ne pent jamais €trc que la representation dc cette subsistence. 
Gamier, Richtise des Nations, V. p. 351. 

12 
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degree influenced by the cost of producing the articles constnned b)| 
the labourers, has obviously originated in their confounding the priiF 
ciples which determine the market rate of wages at any given period, 
with those which determine their natural or necessary rate. No pro- 
position can be better established than that the market rate of wages, 
when reference is made only to a given moment, is exclusively deter- 1 
mined by the proportion between capital and population. But in every , 
inquiry of this nature, we ought not only to refer to particular points o( 
time, but also to periods of average duration ; and if we do this, ve 
shall immediately perceive that the average rate of wages does not d^ 
pend wholly on this proportion. The price of shoes, at any given in- 
stant, to take a parallel case, is plainly dependent on the extent of their 
supply, compared with the demand of those who have the means of 
purchasing them ; but it is quite obvious, that if this price were to sink 
below the sum necessary to pay the cost of producing shoes, and bring- 
ing them to market, they would no longer be supplied : — ^And such is 
precisely the case with labourers. They neither will, nor in fact can, 
be brought to market, unless the rate of wages is such as will, on the 
average, suffice to bring them up and maintain them. From whatever 
point of the political compass we may set out at first, we shall find that 
the cost of production is the grand principle to which we must always 
come at last. It is this cost that determines the natural or necessary 
rate of wages, just as it determines the average price of commodities. 
However low the demand for labour may be reduced, still if the price 
of the articles necessary for the maintenance of the labourer is in- 
creased, the natural or necessary rate of wages must be increased also. 
Let us suppose, to illustrate this principle, that, owing to a scarcity, 
the price of the quartern loaf rises to 5s. In this case, it is plain, in- 
asmuch as the same number of labourers would be seeking foi^ employ- 
ment after the rise as before, and as a rise in the price of bread, occa- 
sioned by a scarcity, could not increase the demand for labour, that 
wages would not be increased. The labourers would, in consequence, 
be forced to economise, and the rise of price would have the beneficial 
effect to lessen the consumption of food, and to distribute the pressure 
equally throughout the year. But suppose that the rise, instead of being 
occasioned by the accidental occurrence of a scarcity, has been occa- 
sioned by an increased difficulty of production, and that it will he per- 
manenty the question to be determined is, will the money wages paid 
the labourer continue at their former elevation, or will they rise? Now, 
in this case it may be easily shown, that they must rise : for it is abun- 
dantly obvious, that the comforts of all classes of labourers would be 
greatly impaired by this rise in the price of bread : and those who, 
previously to its taking place, had only enough to subsist upon, would 
now be reduced to a state of extreme destitution, or rather I should 
say of absolute famine. Under such circumstances, an increase of 
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mortality could not faU to take place ; while the greater difficulty of 
providing subsistence would interpose a powerful check to the forma- 
tion of matrimonial connections, and the increase of population. By 
these means, therefore, either the actual amount of the population, or 
the ratio of its increase, or both, would be diminished ; and this dimi- 
nution, by lessening (he number of labourers, would increase the pro- 
portion of capital to population, and thus enable them to obtain 
higher wages. 

The statements now made are not advanced on any arbitrary or sup- 
posed grounds, but have been deduced from, and are consistent with 
the widest and most comprehensive experience. Those who examine 
the registers of births, marriages, and deaths, kept in all large and 
populous cities, will find that there is invariably a diminution of the 
former, and an increase of the latter, whenever the price of com or of 
the principal necessaries of life, sustains any material advance. ' It 
will be observed,' says Mr. Milne, in his valuable Treatise on Annui- 
ties, in reference to the prices of wheat in England, ^ that any material 
reduction in the price of wheat, is almost always accompanied by an 
increase both of the marriages ^nd births, and by a decrease in the 
number of burials ; consequendy by an increase in the excess of the 
births above the deaths : also, that any material rise in the price is 
generally attended by a corresponding decrease in the marriages and 
births, and by an increase in the burials j therefore, by a decrease in 
the excess of the births above the deaths. Thus it appears, that an 
increase in the quantity of food, or in the facility with which the la- 
bouring classes can obtain it, accelerates the progress of the popula- 
tion, both by augmenting the number of births and diminishing the 
rate of mortality ; and that a scarcity of food retards the increase of 
the people, by producing in both ways opposite effects.' (VoL ii. p. 402.) 
Ana in proof of the correctness of this statement, Mr. Milne gives, 
among many others to the same effect, the following account of the 
number of bfrths and deaths within Uie London bills of mortality in 
1798, 1800, and 1802 : 

Births. Deaths. Price of Wheat. 
1798 19,581 — ao,7SS — ;^2 10 3 per Qr. 
x8o2 31,308 — 90,260 —375 

Medium of these \ — — 

two years. j 20,445 — 20,508 — a x8 10 
x8oo 18,275 — 25,670 — S *3 7 



Differences 2,170 — 5*162 — a 14 9 

Decrease. Increase. Increase. 

M. Messance, the author of a valuable work on the population of 
France,* has collected a great deal of important information on the 
same subject. ' It has been established,' says he, *by the various in- 
vestigations that have been made, that those years in which com has 
sold at the highest price, have also been those in which mortality was 

• Rtchtrchei mr la Population, 6*^. P« •9^. 
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greatest, and disease most prevalent ; and that those, on the contrary, 
in which corn has been cheapest, have been the healthiest, and least 
mortal.' The tables published by M. Messance of the number of deaths 
and the price of wheat, for a considerable number of years, at Paris, 
Lyons, Rouen, and some other cities of France, bear the most unequi- 
vocal testimony to the truth of this doctrine. In 1744, for example, 
when the price of wheat at Paris was 11 livres 15 sols the septier, the 
rtumber of deaths amounted to 16,205 ; and in 1753, when the price of 
wheat was 20 livres 3 sols, the deaths amoimted to 21,716. In X^i^/our 
years of the greatest mortality at Paris, in the interval between 1743 
and 1763, the average price of the septier of wheat was 19 livres i sol, 
and the average annual number of deaths 20,895 ; and in the fot^r 
years of the least mortality during the same interval, the average price 
of the septier was 14 livres 18 sols, and the average annual number 
of deaths 16,859. (Jbid. p. 311.) 

It may here, perhaps, be proper to mention, that it has been long ob- 
served, that the tendency of wages is not to rise, but rather to fall in 
unusually dear years ; and several of the witnesses examined before 
the Committees of the Houses of Lords and Commons, on the state of 
agriculture in 18 14, endeavoured to prove, by comparing wages with 
the prices of corn and other necessaries, that there was really no such 
connection between the two as has been supposed : and that, so far 
from their varying in the same way, wages were generally lowest in 
years when the price of corn was highest. But it is not difficult to ex- 
plain the causes of this apparent anomaly. The truth is, that the num- 
ber of labourers, which is in no case immediately reduced, is, in most 
cases, immediately increased by a rise of prices. In dear years, an in- 
creased number of females, and such poor children of both sexes as 
are fit to work, are obliged to quit their homes, or to engage in some 
species of employment ; while those labourers who work by the piece, 
endeavour, by increasing the quantity of their work, to obtain the 
means of purchasing a greater quantity of food. It is natural, there- 
fore, that the immediate effect of a rise of prices, should be to lower, 
not to raise the rate of wages. But we should fall into the greatest 
imaginable error, if we supposed that, because this is the immediate, it 
it also the lasting and constant effect of such a rise ! It is obvious, in- 
deed, that this immediate fall of wages, and the greater exertions the 
rise of prices forces the labourers to make, must have a powerful tend- 
ency, as well by lessening their supplies of food, as by adding to the 
severity of their labour, to increase the rate of mortality, and, conse- 
quently, by diminishing their number, to hasten that rise of wages that 
will certainly take place if prices continue high. 

But in endeavouring to show that the market rate of wages cannot 
be permanently reduced below their natural or necessary rate, it is not 
meant to represent the latter as fixed and unvarying. If any given 
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Specific quantity of certain articles was absolutely necessary to enable 
the labourer to subsist and continue his race, then it is clear, no lasting 
reduction could ever be effected in its amount. But such is not the 
case. By the natural or necessary rate of wages, is meant only, in the 
words of Adam Smith, such a rate as will enable the labourer to ob- 
tain * not only the commodities that are indispensably necessary for 
the support of life, but whatever the custom of the country renders it 
. indecent for creditable people, even of the lowest order, to be without' 
Now it is plain, from this definition, that there neither is nor can be 
any absolute standard of natural or necessary wages. It is impossible 
to say what commodities are indispensable for the support of life ; for, 
these, as well as the other articles required for the use of the lower 
orders, depend essentially on the physical circumstances under which 
every people is placed, and on custom and habit. The difiierences of 
climate, for example, by giving rise to very different physical wants in 
the inhabitants of different countries, necessarily occasion very consi- 
derable variations in the natural or necessary rate of wages. The 
labourer in cold climates, who must be warmly clad, and whose cottage 
must be built of solid materials and heated with a fire, could not pos- 
sibly subsist on the same rate of wages that would suffice to supply all 
the wants of the labourer inhabiting more genial climates, where cloth- 
ing, lodging, and fire were of very inferior importance, Humboldt 
mentions, that there is a difference of nearly a third in the cost of 
maintaining, and consequently in the necessary wages of a labourer in 
the hot and temperate districts of Mexico ; and there is a still greater 
difference in the rates of necessary wages in different and distant 
countries. The food, too, of the labourers in different countries varies 
extremely. In some it is both expensive and abundant compared to 
what it is in others. In England, for example, the labourers princi- 
pally subsist on wheaten bread and beef, in Ireland on potatoes, and 
in China and Hindostan on rice. In many provinces of France and 
Spain, a certain allowance of wine is considered indispensable to exis- 
tence ; and in England, the labouring class entertain nearly the same 
opinion with respect to beer and porter ; whereas, the drink of the 
Chinese and Hindoos consists of nothing but water. In Ireland the 
peasantry live in miserable mud cabins, without either a window or a 
chimney ; while in England the cottages of the peasantry have all 
glass windows and chimneys, are well furnished, and are as niuch dis- 
tinguished for their neatness, cleanliness, and comfort, as those of the 
Irish for their filth and misery. In consequence of these different 
habits, there is an extreme difference, not in the rate of necessary 
wages merely, but in their actual or market rate in these countries ; so 
much so, that wtile the average market price of a day's labour in Eng- 
land may be taken at from 2od. to 2s., it cannot be taken at more than 
Sd, in Ireland, and 3d, in Hindostan ! Nor have the habits of the 
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people of the same countries, and the standard by which the natural 
rate of wages has been regulated at different periods, been less fluc- 
tuating and various. The habits of the English and Scottish labourers 
of the present day, are as widely different from those of their ances- 
tors in the reigns of Elizabeth, James I., and Charles L, as they now 
are from the habits, of the labourers of France and Spain. The stan- 
dard by which the natural rate of wages was formerly regulated has 
been raised ; there has been a greater prevalence of moral restraint ; 
the proportion of capital to population has in consequence been in- 
creased ; and the poor have been most fortunately taught to form much 
more elevated opinions, respecting the amount of necessaries and con- 
veniences required for their subsistence. 

The natural or necessary rate of wages is not, therefore, a fixed and 
unvarying quantity ; and though it be strictly true that the market rate 
of wages can never sink permanently below its contemporary natural 
rate, it is no less true that this natural rate has a tendency to rise when 
the market rate rises, and to fall when it falls. The reason is, that the 
number of labourers in the market is a given quantity, which can 
neither be speedily increased when wages rise, nor speedily diminished 
when they falL When wages rise, a period of eighteen or twenty years 
must plainly elapse before the effect of the increased stimulus that the 
rise gives to the principle of population can be felt in the market. 
During all this period, therefore, the labourers have an increased com- 
mand over the necessaries and conveniences of life : In consequence 
their habits are improved ; and as they learn to form more exalted 
notions with respect to what is required for their comfortable and 
decent support, the natural or necessary rate of wages is proportion- 
ally augmented. But, on the other hand, when the rate of wages de- 
clines either in consequence of an actual diminution of the capital of 
the country, or of a disproportionate increase of population, no cor- 
responding immediate diminution can take place in the number of 
labourers, unless they have previously been subsisting on the smallest 
possible quantity of the cheapest species of food required to support 
mere animal existence. If the labourers have not been placed so very 
near the extreme limit of subsistence, their numbers will not be im- 
mediately reduced when wages fall, by an increase of mortality ; but 
they will be gradually reduced, partly, as has been already shown, in 
that way, and partly by a diminished number of marriages and births : 
And in most countries, unless the fall were both sudden and extensive, 
it would require some years to render the effects of increased morta- 
lity, in diminishing the supply of labour in the market, very sensibly 
felt ; while the force of habit, and the universal ignorance of the peo- 
ple with respect to the circumstances which detcnnine the rate of 
wages, would prevent any effectual check being given to the forma- 
tion of matrimonial connections, and consequently to the rate at which 
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fresh labourers had previously been coming into market, until the 
misery occasioned by the restricted demand on the one hand, and the 
undiminished supply on the other, had been very generally and very 
widely felt. 

It is this circumstance — ^the impossibility which usually obtains of 
speedily adjusting the supply of labour proportionally to the variations 
which occasionally occur in the rate of wages — that gives to these 
variations the peculiar and extraordinary influence they exert on the 
condition of the labouring classes. If the supply of labour could be 
suddenly increased when wages rise, that jise would be of no advan- 
tage to the existing labourers. It would increase their number ; but 
it would not enable them to mount in the scale of society, or to ac- 
quire a greater conmiand over the necessaries and conveniences of 
human life : And, on the other hand, if the supply of labourers 
could be suddenly diminished when wages fall, that fall would merely 
lessen their number, without having any tendency to degrade their 
habits, or to lower the condition of those that survived. But, in the 
vast majority of instances, before a rise of wages can be counteracted 
by the increased number of labourers it may be supposed to be the 
means of bringing into the market, time is afforded for the formation 
of those new and improved tastes and habits, which are not the hasty 
product of a day, a month, or a year, but the late result of a long series 
of continuous impressions. After the labourers have once acquired 
these tastes, population will advance in a slower ratio, as compared 
with capital, than formerly ; and the labourers will be disposed rather 
to defer the period of marriage, than by entering on it prematurely to 
depress their own condition and that of their children. But if the 
number of labourers cannot be suddenly increased when wages rise, 
neither can it be suddenly diminished when they fall ; a fall of wages 
has, therefore, a precisely opposite effect, and is, in most cases, as in- 
jurious to the labourer as their rise is beneficiaL In whatever way 
wages may be restored to their former level after they have fallen, whe- 
ther it be by a decrease in the number of marriages, or an increase in 
the number of deaths, or both, it is never, except in the exceedingly 
rare case already mentioned, suddenly effected. It must, generally 
speaking, require a considerable time before it can be brought about ; 
and an extreme risk arises in consequence, lest the tastes and habits of 
the labourers, and their opinion respecting what is necessary for their 
comfortable subsistence, should be degraded in the interim. When 
wages are considerably reduced, the poor are obliged to economise, or 
to submit to live on a smaller quantity of necessaries and conveniences, 
and those, too, of an inferior species, than .they had previously been 
accustomed to use ; and the danger is, that the coarse and scanty fare 
which has thus been, in the fu:st instance, forced on them by necessity, 
should in time become congenial from habit Should this, unfortu- 
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nately. be the case, the condition of the poor would be permanently 
depressed; and no principle would be left in operation, that could raise 
wages to their former level ; for, the labourers could no longer have a 
motive to lessen the increase of population as compared with that of 
capital, and, unless they did this, it is quite impossible they could ever 
emerge from their depressed condition. Under the circumstances sup- 
posed, the cost of raising and supporting labourers would really be re- 
duced ; and it is by this cost, that the natural or necessary rate of 
wages, to which the market rate must generally be proportioned, is al- 
ways regulated. This lowering of the opinions of the labouring class 
with respect to the mode in which they ought to live, is perhaps the 
most serious of all the evils that can befall them. Let them once be- 
come contented with a lower species of food and an inferior standard 
of comfort, and they may bid a long adieu to any thing better. And 
every reduction in the rate of real wages, which is not of a very tran- 
sient description, will certainly have this effect, if its debasing, influence 
be not counteracted by the intelligence, forethought, and consideration 
of the people, producing an increased prevalence of moral restraint, 
and a diminished supply of labourers. An increase in the proportion 
of capital to population, is the only means by which a rise of wages 
can ever be effected; and unless the labourers, who have been reduced 
from a higher to a lower rate of wages, defer the period of marriage, 
and thus retard the progress of population, the chances are ten thou- 
sand to one, that they will never again attain to the elevation from 
which they have fallen. 

The example of such individuals, or bodies of individuals, as submit 
quietly to have their wages reduced, and who are content if they get 
only the mere necessaries of life, ought never to be held up for pubUc 
imitation. On the contrary, every thing should be done to make such 
apathy be esteemed disgraceful. The best interests of society require 
that the rate of wages should be elevated as high as possible — that a 
taste for the comforts, luxuries, and enjoyments of human life, should 
be widely diffused, and, if possible, interwoven with the national habits 
and prejudices. A low rate of wages, by rendering it impossible for 
increased exertions to obtain any considerable increase of comforts 
and enjoyments, effectually hinders any such exertions from ever being 
made, and is of all others the most powerful cause of that idleness 
and apathy that contents itself with what can barely continue animal 
existence. 

The state of the peasantry of Ireland furnishes a striking example of 
the disastrous effects resulting from having the natural or necessary 
rate of wages determined by a very low standard. Having no taste 
for conveniences or luxuries, the labouring classes of Ireland are 
satisfied if they obtain a sufficient supply of potatoes. But as the 
potato is raised at less expence than any other species of food hitherto 
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cultivated in Europe, and as the wages of labour, in a country where 
it forms the main article of subsistence, are necessarily determined 
chiefly by the cost of its production, it is easy to see that the labourers 
must be reduced to a state of extreme, and almost irremediable distress, 
whenever that root happens to be deficient. When the standard of 
natural or necessary wages is high — when wheat and beef, for example, 
form the principal part of the food of the labourer, and porter and 
beer the principal part of his drink— he can bear to retrench in a period 
of scarcity. Such a man has room to. fall ; he can resort to a cheaper 
species of food — to barley, oats, rice, and potatoes. But he who is 
habitually and constantly fed on the very cheapest species of food, has 
plainly nothing to resort to when deprived of it. Labourers placed in 
this situation are absolutely cut off from every resource. You may take 
from an Englishman, but you cannot take from an Irishman. The 
latter is already so low, he can fall no lower : He is placed on the very 
verge of existence : His wages, being regulated by the price of pota- 
toes, will not buy him wheat, or barley, or oats ; and whenever, there- 
fore, the supply of potatoes fails, it is next to impossible he can escape 
falling a sacrifice to famine. 

The history of the late scarcity in Ireland affords a melancholy 
illustration of the accuracy of the statement now made. Owing to the 
failure of the potato crop of 182 1, a very large proportion of the peasantry 
of Clare, Limerick, and other counties bordering on the Shannon, were 
reduced to a state of almost absolute destitution, and had nothing but 
a miserable mixture, consisting of a little oatmeal, nettles, and water- 
cresses to subsist upon. In some instances the potatoes, after being 
planted, were again dug from the ground, and eaten ; and in con- 
sequence of the insufficiency and bad quality of the food, disease 
became exceedingly prevalent ; and typhus fever, in its worst and most 
malignant form, carried its destructive ravages into every corner of 
the country. But there was, notwithstanding, a continued exportation 
of oats and other grain, from Ireland to this country, up to the very 
moment when the contributions of government and of the public were 
applied to purchase corn for the peasantry. The price of potatoes rose 
in Limerick, in the course of a few weeks, from i>^d. to 6d. and /d. a 
stone, being a rise of from 400 to 500 per cent., while the price of com 
sustained no material elevation, none at least to prevent its being sent 
to the then overloaded markets of England ! And it is obvious, that 
to whatever extremity the peasantry might have been reduced they 
could not have relieved themselves by purchasing com. But if wheat 
had formed the principal part of the subsistence of the Irish labourer, 
grain would have been poured into Ireland from every quarter of the 
world, so soon as it was known that the crop was materially deficient. 
But a people, who have become habitually dependent on the potato, 
can never become purchasers of com; nor can they even become 
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purchasers of foreign potatoes, inasmuch as the freight ou such a bulky 
commodity would raise its price far too high for their limited means. 
In a period of scarcity, men cannot go from a low to a high level ; they 
must always go from a higher to a lower. But to the Irish this is 
impossible ; they have already reached the lowest point in the 
descending scale ; and dearth is to them attended with all the horrors 
of famine. 

It is, therefore, quite essential to the protection of the people from 
famine, in seasons when the crops happen to be deficient, that they 
should not subsist principally on the cheapest species of food. They 
may advantageously use this cheapest species in limited quantities, 
and as a subsidiary and subordinate article : But if they once adopt it 
for the principal part of their diet, their wages will be regulated accord- 
ingly, and whenever a period of deficient supply occurs, they will be 
absolutely without resource. 

It has, I am aware, been often contended, by many very intelligent 
persons, of whose benevolence and zeal in the cause of humanity no 
doubt can be entertained, and to whose opinions on most subjects the 
greatest deference is due, that high wages, instead of encouraging 
industry, uniformly become a fruitful source of idleness and dissipation ! 
Nothing, however, can be more entirely incorrect than these represen- 
tations — ^more completely opposed both to principle and experience. 
It is true, indeed, that, in every country and situation of life, 
individuals will be found who are careless of the future and intent only 
on present enjoyment ; but these always form a very small, and even 
inconsiderable minority of each particular class. Whatever may be 
the case with a few individuals, the principle of accumulation always 
predominates in aggregate bodies over the passion for expence. When- 
ever the wages of labour are so low, as to render it impossible for an 
ordinary increase of exertion to make any material and visible addition 
to their comforts and conveniences, the labourers invariably sink into 
a state of idleness, and of sluggish and stupid indifference. But the 
desire to rise in the world, and to improve our condition, is too deeply 
seated in the human breast ever to be wholly eradicated. And as soon 
as labour is rendered more productive, as soon as an increase of indus- 
try brings a visible increase of comforts and enjoyments along with it, 
indolence uniformly gives place to exertion ; a taste for the conveni- 
ences and enjoyments of life gradually diffuses itself ; increased exer- 
tions are made to obtain them ; and ultimately the workman considers 
it discreditable to be without them. Have the low wages of the people 
of Ireland, Poland, and Hindostan, made them industrious ? or the 
high wages of the Americans, the English, and the Hollanders, made 
them lazy, riotous, and profligate ? — Just the contrary. The former are 
as notoriously and proverbially indolent, as the latter are laborious, 
active, and enterprising. The experience of all ages and nations, 
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proves that high wages are at once the keenest spur — ^the most 
powerful stimulus to unremitting and assiduous exertion, and the best 
means of attaching the people to the institutions under which they live. 
* Dans aucune histoire, on ne recontre ufte seule trait qui prouve que 
Paisance dupeuplepar le travail a nui d son obeissanceJ* 

The influence of the poor laws of England is undoubtedly very 
uii£civourable to the formation of those prudential and economical 
habits among the labouring classes so essential to their well-being. 
It is, in most cases, quite impossible to discriminate between that 
poverty and misery that has been produced by accidental and uncon- 
trollable causes, and that which has originated in the folly or ill- 
conduct of the individuaL But it is obvious that, unless this can be 
done, the establishment of a legal provision on which every pauper 
shall have a claim, must, by placing the industrious and the idle, the 
frugal and the dissipated, on the same footing, have a powerful ten- 
dency to weaken all the motives to good conduct in the virtuous part 
of the conununity, and to strengthen the vicious propensities in those 
who are bad. ^ If the poor are exceedingly diligent, sober, and indus- 
trious, while they are young and in health, what is the consequence ? 
Why, they lay up a small sum monthly to support them easily and 
comfortably when aged or in sickness : This is in the power of the 
most But, suppose they are idle, drunken, and worthless, what 
attends such a contrast ? Why, precisely the same effect ; ease and 
comfort, either in sickness or age, not from themselves, indeed, but 
from the parish. Is it not, therefore, apparent, tha^ unless the 
majority of them be perfectly well-inclined^ the necessary consequence 
must be idleness ? Who can suppose that men will work the harder 
against old age and sickness, when every one knows so well that the 
parish must provide them, in such a day, with all which their own 
labour could provide, were they ever so industrious?' {Farmet^s 
Letters^ I. p. 285.) 

There may be some exaggeration in this statement, but^ in the maioy 
it is perfectly accurate. But although such a system could be organ- 
ised, by means of select vestries or otherwise, as would prevent any 
except the really deserving poor from being admitted to participate in 
the parish funds, still the policy of instituting a legal provision for 
their support would be very doubtful No man, it must be remem- 
bered, loves exertion and industry for their own sake. All have some 
end in view, some purpose which is to be served, and the accomplish- 
ment of which is to repay the toils and privations to which they maj 
at present submit. But the desire to provide immediafe subsist enc e, 
and to amass a little capital for the support of age and infirmity, most, 
with the great body of mankind, be Uie principal motive impeSiBg 
them to industry and economy : And whatever tends to weaken this 

* F ctU w ui ay Rechenket surlet F humen, Tcae L p. 
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motive — whatever tends to make a man trust to others rather than 
himself, must certainly have the effect to paralyse his exertions, and 
to render him less industrious and less economical, ' Languescet 
induslria, (says Tacitus,) intendeter socordia, si nulliis ex se metus out 
sfics, et securi omnes alUna subsidia expectaiunt, libi ignavi, nobis 
graves' {Lib, ii. p. 73. Ed. Elz.) 

Perhaps, however, the strongest objection to an established poor 
^ rate, is its tendency to derange the natural relation between the 
' supply of labour and the demand for it. Were the Poor Laws abol- 
ished, it may be presumed that most tolerably well educated work- 
men, on finding their wages insufficient for the proper support of a 
family, would be deterred from marriage ; and the check tiius given 
to population, by reducing the supply of labour, would have the effect 
to raise its real price to the proper level. But this effect can hardly 
take place under a system of compulsory provision. The Poor Laws 
teach the labourer to consider it as indifferent whether his wages will 
suffice for the support of a family or not — that, if they are insufficient, 
the deficit will be made up from the parish funds, and thus remove 
the natural and most powerful check to over-population. No institu- 
tion can, however, be so pernicious to the poor, as that which tend* 
to increase the supply of labour beyond the demand. Whenever the 
market is overstocked with labour, wages decline ; and though they 
cannot fall lower than the sum indispensable for the support of the 
labourer and his family, they may be reduced to that miserable pit- 
tance. This reduction in the rate of wages, is a consequence that 
ought to be most carefully guarded against ; but to this the Poor Laws 
direcUy lead. By their means, a greater supply of labour is brought 
into the market than there is a real demand for ; its price is conse- 
quently diminished ; and it is by no means true, that the parish pro- 
vision makes up the difference. The labourer who has been reduced 
to a total or partial dependence on this resource, receives only what 
will preserve him from absolute want r His independence is at an end ; 
he no longer treats with his employers on a footing of equality ; he 
must accept what their liberahty may offer ; and he must bid adieu 
to those comforts and gratifications which every labourer ought to 
enjoy, and which they always do enjoy, wherever their numbers are 

But although the Poor Laws are thus prejudicial to the labouring 
classes, it is not true that they are of any advantage to theiremployers. 
AViViough the wages of each particular workman are diminished, yet, 
as the number of workmen is artificially increased, the total expense 
incurred in their support, is more than equal to what would keep a 
smaller number in a state of comparative comfort An apathy and 
want of Spirit among the labourers, is at present universally felt and 
complained of in the southern counties of England, where the perni- 
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cious practice of paying a portion of wages, out of the rates, has been 
generally introduced. A less amount of labour is, in consequence, 
performed by the same hands ; at the same time that immense sums 
are misapplied by those finding employment for the poor, and manag- 
ing the funds destined for their support ; and that endless and expen- 
sive law-suits arise about the question of residence, which seem to be 
inseparable from the present system. There can, therefore, be little 
doubt, that the sum now expended on the poor of England, is greater 
than would, under different circumstances, afford them a really high 
remuneration for their labour, and enable them to form a fund amply 
sufficient for their support in periods of distress. 

Care, however, should be taken, in discussing the subject of the 
Poor Laws, not to ascribe, as very many have done, a greater effect to 
them than they really have had. The principles now stated, show 
that they are essentially injurious. But the abuses inseparable from 
their management — the difficulties they throw in the way of obtaining 
settlements, the disinclination on the part of the poor to imprison- 
ment in work-houses, and to submit themselves to the petty tyranny 
of overseers — deter very many from making a demand on the parish 
funds ; a feeling that is powerfully assisted by the decent pride 
derived by the peasantry from the free institutions under which they 
live, and the privileges they enjoy. 

In proof of the strong desire, by which the labourers of England 
are still animated to provide for themselves, without becoming a 
burden on the parish, it is sufficient to mention, that, according to 
the Parliamentaiy returns, there were, in 1815, no fewer than 925429 
individuals enrolled as members of Friendly Societies.* And thiough 
there is reason to fear that a considerable number of the societies then 
in existence were founded on erroneous principles, and have in con- 
sequence been dissolved, several new ones have since been projected, 
and Savings Banks have also been established in most parts of the 
country. In fact, if a separation were made between the sums really 
collected for the support of the poor, and those collected in order to 
make up a portion of the common and ordinary rate of wages paid for 
their labour, it would be found that the rates are not nearly so oppres- 
sive as is generally supposed ; and that their influence has not been 
by any means so injurious as we might have been led, on general prin- 
ciples, to expect. 

Of all the means for providing for the permanent improvement of 
the poor hitherto suggested, there does not seem to be any that pro- 
mises to be so effectual as the establishment of a really useful system 
of public education. It is no .exaggeration to affirm, that nine- tenths 
of the misery and crime which afflict and dis^ace society have their 
source in ignorance — in the ignorance of the poor with respect to the 

* Commons' Report m th$ Poor Laws, 18x7, p. 629. 
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circumstances that really determine their condition. Those who have 
laboured to promote the education of the poor seem, generally speak- 
ing, to be satisfied, provided they succeed in making them able to 
read and write. But the education that stops at this point omits those 
parts that are really the most important. A knowledge of the arts of 
reading, writing, and arithmetic may, and, indeed, very often does, ex- 
ist in company with the grossest ignorance of all those principles with 
respect to which it is most for the interest of the poor themselves, as 
well as of the community in general, that they should be well informed. 
To render education productive of all the utility that may be derived 
from it, the poor ought, in addition to the elementary instruction now 
communicated to them, to be made acquainted with the duties enjoined 
by religion and morality, and with the circumstances which occasion 
that gradation of ranks and inequality of fortunes that usually exist : 
and they should, above all, be impressed, from their earliest years, with 
a conviction of the important and undoubted truth, that they are really 
the arbiters of their own fortune — that what others can do for them is 
but as the dust of the balance compared with what they can do for 
themselves — and that the most tolerant and liberal government, and 
the best institutions, cannot possibly shield them from poverty and 
degradation, without the exercise of a proper degree of prudence, fore- 
thought, frugality, and good conduct on their part. That the ultimate 
effect of such a system of education would be most advantageous, there 
can be no doubt ; though it would be unreasonable to expect, that it 
should produce any very immediate effect on the habits of the multi- 
tude. If, however, there is but little room for the formation of san- 
guine hopes of early improvement, there is none for despondency. The 
harvest of sound instruction maybe late, but in the end it will be most 
luxuriant ; and will amply reward the patriotic efforts of those who are 
not discouraged in their attempts to make education embrace objects 
of real utility, by the difficulties they may expect to encounter at the 
commencement and during the progress of their labours. 

Mr. Sumner has excellently observed, in reference to the diffusion 
of education, that — * Of all obstacles to improvement, ignorance is the 
most formidable, because the only true secret of assisting the poor is 
to make them agents in bettering their own condition, and to supply 
them, not with a temporary stimulus, but with a permanent energy. 
As fast as the standard of intelligence is raised, the poor become 
more and more able to co-operate in any plan proposed for their ad- 
vantage, more likely to listen to any reasonable suggestion, more able 
to understand, and therefore more willing to pursue it. Hence it fol- 
lows, that when gross ignorance is once removed, and right principles 
are introduced, a greater advantage has been already gained against 
squalid poverty. Many avenues to an improved condition are opened 
to one whose faculties are enlarged and exei cised ; he sees his own in- 
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terest more clearly, he pursues it more steadily, he does not study im- 
mediate gratification at the expense of bitter and late repentance, or 
mortgage the labour of his future life without an adequate return. Indi- 
gence, therefore, will rarely befoimd in company with good education.** 

III. Circumstances which determine the Rate of Pro- 
portional Wages. Proportional wages, or the share of the produce 
of his industry falling to the labourer, depend partly on the magnitude 
of the market or actual rate of wages at the time, and partly on the 
difficulty of producing the commodities which enter into and really 
form this market rate. Suppose, to illustrate this statement, that the 
wages actually paid to the labourers in England, and the United States, 
are, when reduced to the standard of wheat, precisely equal : under 
these circumstances, the condition of the labourer, or his power over 
the necessaries and luxuries of life, will be about the same in both 
countries ; but the rate of proportional wages will, at the same time, be 
much higher in England than in the United States 5 for, owing to the 
greater fertility of the soils under cultivation in America, the same 
quantity of labour that would there produce 100 quarters of wheat, will 
not probably produce more than 60 or 70 quarters in England ; and as 
the labourers, in both countries, get the same actual quantity of pro- 
duce in return for a given quantity of work, they are obviously getting 
a greater proportion of the produce of their labour, and consequently 
a greater real value in Englamd than in the United States. 

It is plain, from this statement, that proportional wages may, as was 
formerly remarked, be increased at the same time that wages, if esti- 
mated in silver, com, or any other commodity, are reduced ; and such, 
in point of fact, is almost uniformly found to be the case, when tillage 
is extended over inferior soils. "Wherever the best lands only are cul- 
tivated, the proportion or share of the produce of industry falling to the 
labourer, is, generally speaking, small ; but as labour is, under such 
circumstances, comparatively productive, a small share of its total pro- 
duce, gives a large absolute quantity of necessaries and conveniences : 
while, in the advanced stages of society, and when cultivation is widely 
extended over lands of very inferior fertility, proportional wages are 
almost invariably high ; but, owing to the increased difficulty that then 
obtains of producing supplies of food, these high proportional wages 
rarely afford a large supply of necessaries and conveniences. 

Section VIII. — Division of the Produce of Industry y under Deduction 
of Rent, between Capitalists and Labourers — Definition of Profits-^ 
Mr, Ricardds Theory of Profits j sense in which it is true — Causes 
which occasion a Rise or Fall of Profits — Accumulation of Capital, 
not a cause of a Fall of Profits — Influence of the decreasing Fertility 
of the Soil, and of Taxation on Profits, 

♦ RtcorcU of the Creatum, VoL il p. 998. 
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Before attempting to investigate the circumstances which determine 
the rate of profit, it is necessary to be aware of those which determine 
the proportion in which the whole produce of industry fMii^^x deduction 
of rent, is divided between labourers and capitalists. 

This latter inquiry may be disposed of in a few words. We have 
seen that the whole produce of the land and labour, of every civilized 
society, is always divided, in the first instance, into three, and not more 
than three, portions ; — the Jirst of which goes to the labourers, the 
second to the capitalists or proprietors of stock, and the third to the 
landlords : and we have also seen, that the portion of the produce of 
industry which belongs to the landlords, or the rent of land, is alto- 
gether extrinsic to the cost of production, and that the circumstance of 
the landlords' consenting to give it up, would not occasion any change 
in the productiveness of industry, or any reduction in the price of raw 
produce. Supposing, then, that rent is deducted or set aside, it is 
obvious that all the remaining produce of the land and labour of every 
country must be primarily divided between the two great classes of la- 
bourers and capitalists. And it is further obvious, that if there were 
no taxes in a country, or if the rate of taxation was invariable, Xho pro- 
portion of the whole produce of industry, under deduction of rent, fall- 
ing to the share of the labourers, could not be increased except by an 
equivalent reduction in the proportion falling to the share of the capi- 
talists, and vice versa. Suppose, still better to illustrate this position, 
that the whole produce of industry in Great Britain is represented by 
the number looo : suppose, farther, that the landlords got 200 of this 
sum as rent, and that the remaining 800 is divided, in equal portions, 
between labourers and capitalists. Under these circumstances, it is 
quite obvious, that nothing can be added to the proportion of the pro- 
duce, or to the 400 falling to the labourers, except at the expense of 
the capitalists ; nor to the proportion, or 400 falHng to the latter, ex- 
cept at the expense of the former. 

Whether the 800 were increased to 1600, or reduced to 400, so long 
as those between whom it must be divided receive the same propor- 
tional shares, their relative condition must continue the same. And 
hence the propriety of the distinction between proportional and real 
wages, or wages estimated in money or in quantities of produce. If 
the productiveness of industry were to diminish, proportional wages 
might rise, notwithstanding that real wages, or the absolute amount of 
the produce of industry falling to the share of the labourer, might be 
diminished : and if, on the other hand, the productiveness of industry 
were to increase, proportional wages might be diminished, while real 
wages might, at the same time, be increased. 

It is undeniably certain, therefore, that, wherever taxation is either 
unknown or constant, the whole produce of industry, under deduction 
of rent, is divided between capitalists and labourers ; and tliat the pro- 
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portion of that produce falling to either party, varies inversely to the 
proportion falling to the other — that is, the proportion falling to the 
capitalists is increased when that falling to the labourers is diminished, 
and diminished when it is increased. 

But i\it profit accruing to the capitalists is different and totally dis- 
tinct from the proportion of the produce of industry falling to their 
share. Profits consist of the excess of the commodities produced by 
the expenditure of a given quantity of capital over that quantity of 
capital ; and are always measured in aliquot parts of the capital em- 
ployed in production. Suppose that an individual employs a capital 
of looo quarters of wheat in the cultivation of a farm — 700 quarters 
being laid out in the payment of wages, and 300 in seed and other out- 
goings : Suppose now that the return to this capital is 1200 quarters : 
Under these circumstances, the proportion of the produce of industry, 
falling to the share of the labourers, will be to that falling to the §hare 
of the capitalist as 7 to 5. But of the 500 quarters falling, in the first 
instance, to the capitalist, 200 only are profits, 300 being required to 
replace the quantity he had expended in seed, &c. In this case, there- 
fore, the rate of profit would be said to be 20 per cent ; — meaning, that 
the quantity of produce belonging to the capitalist, after all that has 
been laid out in its production is fully replaced, amounts to 20 per 
cent of the capital he employed. 

It is very commonly supposed, that profits depend on exchanges; but 
this is an error. The bootmaker, for example, who sells boots at 50s. 
which only cost him 40s. of outlay, does not make his los. of profit at 
the expense of his customers. He produces, in a given time, a quan- 
tity of boots equivalent to, or worth in silver, 50s. while the various ex- 
penses to which he is necessarily put in the manufacture of these boots, 
only amount, when rated in the same medium, to 4a But the very 
same thing will be taking place among his customers, they will all be 
making the same rate of profit in their respective businesses ;— that is, 
they wiU be producing quantities equal to 50, by an outlay of 40; and, 
consequently, in exchanging silver for boots, the one party gains nothing 
at the expense of the other. Profit is in every case the result of more 
being produced in a given period, than is consumed in that period. 
And the advantage that is found in exchanging one commodity for 
another, consists entirely in its enabling labour to be divided, and com- 
modities to be produced, in the best and most expeditious manner. 

Mr, Ricardo has endeavoured to show, in one of the most original 
and ingcmious chapters of his work, that the rate of profit depends 
entirely on the proportion in which the produce of industry, under de- 
duction of rent, is divided between capitalists and labourers ; that a 
rise of profits can never be brought, except by a fall of proportional 
wages, nor a fall of profits, except ty a corresponding rise of propor- 
tional wages. It is evident, however, that this theory is universally true, 
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only in the event of our attaching a different sense to the term profits, 
from what is usually attached to it ; and supposing it to mean the real 
value of the entire portion of the produce of industry, falling, in the 
first instance, to the share of the capitalist, without reference to the 
proportion which the magnitude of this produce bears to the magnitude 
of the capital employed in its production. Thus understood, Mr. 
Ricardo's theory holds universally ; and, on this hypothesis, it would 
follow, that, so long as the proportion, in which the produce of indus- 
try, under deduction of rent, is divided between capitalists and la- 
bourers, continues the same, no conceivable increase or diminution in 
the powers of production, could occasion any variation in the rate of 
profit But, if we consider profits, in the light in which they are in- 
variably considered in the real business of life,— as the portion of the 
produce of industry, accruing to the capitalists in a given period of 
time, after all the produce expended by them in production during the 
same period is fully replaced, it will immediately be seen, that there 
are very many exceptions to Mr. Ricardo's theory. 

It will facilitate the acquisition of clear and precise ideas respecting 
the circumstances which determine the rate of profit, in the common 
acceptation of the term, if we confine our attention, in the first place, 
to an investigation of the circumstances that detennine agricultural 
profits — both because these profits admit o£ being accurately measured, 
and because agriculture is a branch of industry that must be carried on 
at all times, and under all circumstances. It is plain, however, that it 
would not be carried on, if it did not yield as great a return to the 
capital invested in it, as in other businesses ; and it is equally plain, 
that these other businesses would not be carried on, if they yielded a 
l£ss return than is derived from agriculture. It necessarily follows, there- 
fore, that the average returns obtained from agricultural industry, or agri- 
cultural profits, must be identical with the returns, or profits obtained from 
all other businesses. Whenever, for example, the average return to an 
outlay of capital or labour worth loo quarters of wheat, employed in 
the cultivation of the soil, amounts to i lo quarters, we shall know, that 
;{;ioo employed in manufactures, must be yielding ;£iio also : For, a 
regard to their own interest will not permit those engaged in those de- 
partments, to prosecute them for less profit, than is obtained in agri- 
culture ; and the competition of the agriculturists, will not permit them 
to obtain more. 

Taking, then, as we are entitled to do, agricultural profits for a 
standard of all other profits, let us suppose that a landlord employs a 
capital equal in value to 10,000 quarters, or ;^io,ooo, in the cultivation 
of his estate ; that he expends 5000 quarters, or £$000 of this capital 
in seed, in the keeping of horses, and in defraying the necessary wear 
and tear of implements and machines j and 5000 quarters, or ^5000^ 
in paying the wages of his labourers. — Suppose now that the return 
obtained by this landlord is 12,000 quarters, or ;^ 12,000; of which 
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10,000 quarters, or ;f 10,000, goes to replace*his capital, and looo quar- 
ters, or ;f 1000, to pay his taxes, leaving 1000 quarters, or ;^ 1000, as pro- 
fits ; — which is 10 per cent on the 'capital employed. It is plain from 
this case, and this case is, in point of principle, the actual case of 
every cultivator in the world, that the rate of profit may be increased 
in three— \xwt only in one or other of three — ways, viz. (i^ by a fall of 
wages, (2) of taxes, or (3) an increased productiveness of industry. 

Thus, it is obvious, (i) that if wages were reduced from 5000 to 400a 
quarters, profits, supposing other things to be invariable, would be in- 
creased from 1000 to 2000 quarters, or from 10 to 20 per cent. : If (2) 
the burden of taxation, were reduced from 1000 to 500 quarters, profits 
would be increased from 1000 to 1500 quarters, or from 10 to 15 per 
cent And if (3) owing to the introduction of an improved system of 
agriculture, the return to a capital of 10,000 quarters were increased 
from 12,000 to 13,000 quarters, profits, supposing wages still to amount 
to 5000, and taxes to 1000 quarters, would be increased to 2000 quar- 
ters, or to 20 per cent And though, in this case, after the increased 
productiveness of industry had taken place, wages would form a less 
proportion of the whole produce of industry than they had done pre- 
viously, it is to be observed, that this diminished proportion is the con- 
sequence^ and not the cause of profits having risen ; and, therefore, in 
such cases as this, and they are of very frequent occurrence, it is true 
to say, that the fall of proportional wages has been occasioned by the 
rise of profits ; but the converse of the proposition is not true, for profits 
rose from causes that had nothing whatever to do with wages, and 
which were, in fact, totally independent of them. 

It is, indeed, certain, inasmuch as the rise of profits has been 
occasioned by an increased productiveness of industry, that the real 
value of the 13,000 quarters will not exceed the real value of the 12,000 
previously obtained by the same quantity of labour : But profits, in the 
sensp in which they are commonly understood, and as I now under- 
stand them, do not depend on real values, but on the excess of the 
commodities produced above those expended in production ; and 
whenever this excess is augmented without any previous depression in 
the rate of wages, it is evident the rate of profit has been increased 
by the operation of causes which are extrinsic to variations in the 
rate of wages. 

Nor is this all. The rate of profit might really remain stationary, 
though ^^ proportion of the produce of industry falling to the share of 
the labourer were actually increased. Suppose, to exemplify this, that 
a landlord employs 1000 quarters of wheat as a capital, 500 of which 
are laid out in seed, keep of horses, %lz. and 500 in paying wages ; if 
the produce is 1,200 quarters, and the taxes to which he is subjected 
100, his profits will amount to 100 quarters, or to 10 percent Suppose 
now, that, owing to the introduction of improved machinery, and 
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improved methods of culture, the same landlord only requires to 
employ 400 quarters of capitjJ in seed, keep of horses, &c., but that 
wages rise from 500 to 600 quarters, and that the same return is 
obtained ; in this case, supposing taxation to have continued constant, 
the profits of the landlord will be exactly the same as in the former 
case, though proportional wages have risen from 5-i2ths to 6-i3ths of 
the whole produce. 

It may be said, however, that if this increased productiveness was 
confined to agriculture, and did not extend to most other important 
businesses, the price of agricultural produce would fall, while that of 
other produce would remain stationary ; and that, in such a case the 
profits of agricultural industry, if estimated in money, or in any com- 
modity other than corn, would be diminished in consequence of the 
rise of wages. This is true ; but Mr. Ricardo has made no exception, 
in laying down his theory, in favour of those possible, and indeed 
frequently occurring cases, when, from any single circumstance, or 
combination of various circumstances, industry becomes generally 
more productive, and when, consequently, profits, estimated either in 
money, corn, cloth, or any commodity usually demanded, would have 
risen, without their rise having been occasioned by a fall of wages. 
And it is also true, that an increased productiveness of agricultural 
industry, whether it has been caused by the introduction of an improved 
system of agriculture, or by the repeal of restrictions on the importation 
of corn into a comparatively populous country, necessarily extends 
itself to other businesses, and has the effect to bring about a universal 
rise of profits : For, as raw produce must always form the principal 
part of the labourer's subsistence, and as his proportional wages must, 
in consequence, be mainly regulated by the quantity of it that he 
receives, his employers are able, after corn has fallen in price, to 
furnish him, at a less cost, with the same quantity of necessaries and 
conveniences he previously obtained. The rate of profit will thus be 
universally increased ; while it is obvious that the greater productive- 
ness of agricultural industry is the cause both of this increase of profit, 
and of the fall of proportional wages. 

When industry, instead of becoming more productive, becomes less 
so, the opposite effects follow. Profits then fall, without any fall hav- 
ing previously taken place in the rate of wages. 

It is evident, therefore, that the proposition that a rise of profits 
can never be brought about otherwise than by a fall of wages, nor a 
fall of profits otherwise than by a rise of wages, is true only in those 
cases in which the productiveness of industry remains constant So 
long as this is the case, or, which is the same thing, so long as the 
same capital is employed, and the same quantity of produce has to be 
divided between capitalists and labourers, it is impossible the share of 
the one can be increased without that of the other being diminished : 
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And it is also true, that if profits depended on the proportion in which 
the produce of industry is divided between capitalists and labourers, 
they could not be affected by variations in its productiveness, but 
would be determined by the state of proportional wages. But profits 
depend on the proportion which they bear to the capital by which they 
are produced^ and not on the proportion which they bear to wages. 
Suppose an individual employs a capital of 1000 quarters, or £1000 
in cultivation, that he lays out the half of this capital in the payment 
of wages, and obtains a return of 1200 quarters, or ;^ 1200; in this 
case, assuming he is not affeqted by taxation, his profits will amount 
to 200 quarters, or ;^2oo, being at the rate of 20 per cent, and will be 
to wages in the proportion of 2 to 5. Suppose now that the produc- 
tiveness of industry is universally doubled, and let it be farther 
supposed, that the additional 1200 quarters, or ;^i200 is divided 
between the capitalist and his labourers in tlie proportion of 2 to 5, or 
that the capitalist gets 343 quarters, or ;f 343 of additional profits, and 
the labourers 857 quarters, or ;f 857 of additional wages. In this case, 
both parties will still obtain the same proportions of the produce of 
industry as before ; and if we look only to them, we must say that 
neither profits nor wages have risen. But, when we compare, as is 
invariably done in estimating profits, the return obtained by the 
capitalist with the capital he employs, it will be found, notwithstand- 
ing proportional wages have remained constant, that the rate of profit 
has increased from 20 to 54 per cent. 

Thus, then, it appears, as was previously stated, that profits may rise 
in one or other of three ways, viz. either (i) from a fall of wages, or (2) 
from a fall of taxes affecting them, or (3) from an increased productive- 
ness of industry ; and they will/^//, either (i) from a rise of wages, or 
(2) from an increase of taxes, or (3) from a diminished productiveness 
of industry. But they can neitlier rise nor fall, except from the oper- 
ation of one or other of the causes now stated. 

It is consistent with universal experience, that profits are invariably 
much higher in colonies, and thinly-peopled countries, than in coun- 
tries that have been long settled, and where the population is com- 
paratively dense ; and that, when reference is made to periods of 
average duration, their uniform tendency is to fall in the progress of 
society. This sinking of profits in rich and populous countries has 
been ascribed by Adam Smith to the competition of capitalists. He 
supposed that, when capital is augmented, its owners endeavour to 
encroach on each other's employments ; and that, in furtherance of 
their object, they are tempted to offer their goods at a lower price, 
and to give higher wages to their workmen ; which would have a two- 
fold effect in reducing profits. This theory was long universally 
assented to. It has been espoused by MM. Say, Sismondi,-and 
Storch; by the Marquis Gamier, and, with some trifling modifications, 
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by Mr. Malthus. But, notwithstanding the deference due to these 
authorities, it is easy to see, that the principle of competition could 
never be productive of a general fall of profits. Competition prevents 
any one individual, or set of individuals, from monopolising a par- 
ticular branch of industry ; and reduces the rate of profit in different 
businesses nearly to the same level; but, that is its whole effect. 
Most certainly, competition has no tendency to lessen the productive- 
ness of industry, or to raise the average rate of wages, or the rate of 
taxation ; and if it can do none of these things, it is quite impossible 
it can lower profits. So long as the individual who employs a capital 
of 1000 quarters, or ;£iooo, obtains from it a return of 1200 quarters, 
or ;£i200, of which he has to pay 100 quarters, or ;^ 100, as taxes, so 
long will his profits continue at 10 per cent., whether he has the 
market to himself, or has 50,000 competitors. It is not competition, 
but it is the increase of taxation, and the necessity under which 
society is placed of resorting to soils of a decreasing degree of fertility 
to obtain supplies of food to feed an increasing population, that are 
the great causes of that reduction in the rate of profit which uniformly 
takes place in the progress of society. When the last lands taken 
into cultivation are fertile, there is a comparatively large amount of 
produce to be divided between profits and wages ; and both profits 
and real wages may, in consequehce, be high. But, with every suc- 
cessive diminution in the fertility of the soils to which recourse must 
be had, the quantity of produce obtained by a given quantity of capital 
and labour must necessarily be diminished : And this diminution will 
obviously operate to reduce the rate of profit — (i) by lessening the 
quantity of produce to be divided between the capitalist and the 
labourer, and, (2) by increasing the proportion falling to the share of 
the latter. 

The effect of the decreasing productiveness of the soil, as well on 
the condition and fortunes of society in general, as on the rate of 
profit, is so very powerful, that I shall endeavour to trace and exhibit 
its operation a little more fully. It has already been shown, in treat- 
ing of Population, that the principle of increase in the human race is 
so very strong, as not only to keep population steadily up to the 
means of subsistence, but, generally speaking, to give it a tendency to 
exceed them. It is true that a peculiar combination of favourable 
circumstances may occasionally cause capital to increase faster than 
population, and wages will in consequence be augmented : But such 
augmentation is rarely permanent ; for the additional stimulus it is 
sure to give to the principle of population, seldom fails, by propor- 
tioning the supply of labour to the increased demand, to reduce 
wages to their old Tevel. If, therefore, it were possible always to 
employ additional capital in the raising of raw produce, in the manu- 
facturing of that raw produce when raised, and in the conveyance of 
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the raw and manufactured products from place to place, with an equal 
return, it is evident, supposing taxation to continue invariable, that, 
generally speaking, no conceivable increase of the national capital 
could occasion the slightest fall in the rate of profit So long a3 
labour can be obtained at the same rate, and so long as the produc- 
tive power of that labour is not diminished, so long must the profits of 
stock continue unaffected. It is evident, then, that the mere increase 
of capital has of itself no lasting effect on wages, and it must 
obviously be the same thing, in so far as the rate of profit is con- 
cerned, whether ten, or ten thousand millions be employed in the cuU 
tivation of the soil, and in the manufactures and commerce of this or 
any other kingdom ; provided the last million so employed be as pro- 
ductive, or yields as large a return as the first. Now this is invariably 
the case with the capital employed in manufactures and commerce. 
The greatest possible amount of capital and labour may be employed 
in fashioning raw produce and adapting it to our use, and in trans- 
porting it from where it is produced to where it is to be consumed, 
without a diminished return. If a given quantity of labour will now 
build a ship of a given burden, or construct a machine of a given 
power, it is certain that an equal quantity of labour will, at any 
future period, be able to build a similar ship, or to construct a similar 
machine; and it is also certain, that although these ships and 
machines were indefinitely multiplied, the last would be equally well 
adapted to every useful purpose, and equally serviceable as the first 
The probability, indeed, or rather, the certainty is, that the last would 
be much more serviceable than the first No possible limits can be 
assigned to the powers and resources of genius, nor consequently to 
the improvement of machinery, and of the skill and industry of the 
labourer. Future Watts, Arkwrights, and Wedgwoods will arise ; and 
the stupendous discoveries of the last and present age will doubtless 
be equalled, and perhaps surpassed, in the ages that are to come. It 
is, therefore, clear to demonstration, that if equal quantities of capital 
and labour could always raise equal quantities of raw produce, the 
utmost additions to the capital of the nation could never lessen the 
capacity to employ that capital with advantage, or sink the rate of 
profit But here, and here only, the bounty of Nature is limited, and 
she deals out her gifts with a frugal and parsimonious hand. 

Pater ipse colendj Haudfacilem esse viam voluit 

Equal quantities of capital and labour do not always produce equal 
quantities of raw produce. The soil is of limited extent, and of still 
more limited fertiHty ; and it is this limited fertility that proves the 
only real check — the only insuperable obstacle — which prevents the 
means of subsistence, and, consequently, the inhabitants, of every 
country, from increasing in a geometrical proportion, until the spacg 
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which is required for carrying on the operations of industry should 
become deficient. 

But it is easy to see, that the decreasing productiveness of the soils 
to which every improving society is obliged to resort, must not, as was 
previously observed, merely lessen the quantity of produce to be 
divided between profits and wages, but must also increase ihe propor- 
tion of that produce falling to the share of the labourer. It is utterly 
impossible to go on increasing the cost of raw produce, the principsd 
part of the subsistence of the labourer, by taking inferior lands into 
cultivation, without also increasing his wages. A rise of wages is 
seldom indeed exactly coincident with a rise in the price of necessaries, 
but they can never be very far separated. The price of the neces- 
saries of life is in fact the cost of producing labour. The labourer 
cannot work if he is not supplied with the means of subsistence — 
and although a certain period of varying extent, according to the cir- 
cumstances of the country at the time, must generally elapse, when 
necessaries are rising in price, before wages are proportionally aug- 
mented, such an augmentation of wages must certainly be brought about 
in the end. 

It is plain, therefore, inasmuch as there is never any falling off, but 
a constant increase, in the productiveness of the labour employed in 
manufacturing and commercial industry, that the subsistence of the 
labourer could never be increased in price, and, consequentiy, that no 
additions could ever be made to his necessary wages— that is, to the 
wages required to enable him to subsist and continue his race — ^were 
it not for the diminished power of agricultural labour, originating in 
the inevitable necessity under which man is placed, of resorting to 
poorer soils to obtain increased supplies of raw produce. The decreas- 
ing fertility of the soil is therefore, at bottoniy the great and only neces- 
sary cause of a fall of profits. The quantity of produce forming the 
return of capital and labour would never diminish, but for the diminu- 
tion that uniformly takes place in the productiveness of the soil : nor 
is there any other physical cause in existence why the proportion of 
wages to profits should be increased, and the rate of profit diminished, 
as it uniformly is, in the progress of society. 

I have thus endeavoured to exhibit the ultimate and certain effect 
which the necessity of resorting to poorer lands for supplies of food to 
feed an increasing population, must always have on profits and wages. 
But though this cause of the reduction of profits be of such magnitude 
and power as finally to overwhelm every other ^ its operations may be, 
and indeed frequently are, counteracted or facilitated by extrinsic causes. 
It is obvious, for example, that every new discovery or improvement in 
agriculture, which enables a greater quantity of produce to be obtained 

* Malthus's Principles of Political Economy, &c. p. 3x7. 
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for the same expense, must really have the same effect on profits as if 
the supply of superior soils had been increased, and may, for. a consi- 
derable period, increase the rate of profit. 

Had the inventive genius of man been limited in its powers, and had 
the various machines and implements used in agriculture, and the skill 
of the husbandman, at once attained to their utmost perfection, the rise 
in the price of raw produce, and the fall of profits consequent upon the 
increase of population, would have been much more apparent and ob- 
vious. When, in such a state of things, it became necessary to resort 
to poorer soils to raise an additional quantity of food, a corresponding 
increase of labour would plainly have befen required— for, on this sup- 
position, no improvement could take place in the powers of the labourer 
himself. Having already reached the perfection of his art, a greater 
degree of animal exertion could alone overcome fresh obstacles. More 
labour would, therefore, have been necessary to the production of a 
greater quantity of food ; and it would have been necessary in the pre- 
cise proportion in which the quantity of food was to be increased. So 
that it is plain, if the arts had continued in this stationary state, that 
the price of raw produce would have varied directly with every varia- 
tion in the qualities of the soils successively brought under tillage. 

But the circumstances regulating the real and exchangeable value of 
raw produce in an improving society, are extremely different. Even 
there, it has, as has been shown, a constant tendency to rise ; for, the 
rise of profits consequent upon every improvement, by occasioning a 
greater demand for labour, gives a fresh stimulus to population, and 
thus by increasing the demand for food, again inevitably forces the cul- 
tivation of poorer soils, and raises prices. But it is evident, that these 
effects of this great law of nature, from whose all-pervading influence 
the utmost efforts of human ingenuity can never enable man to escape, 
are rendered less palpable and obvious in consequence of improve- 
ments. After inferior soils are cultivated, more labourers are, no doubt, 
required to raise the same quantities of food ; but, as the powers of the 
labourers are improved in the progress of society, a smaller number is 
required in proportion to the whole work to be performed, than if no 
such improvement had taken place. It is in this way that the natural 
tendency to an increase in the price of raw produce is counteracted in 
the progress of society. The productive energies of the earth itself 
gradually diminish, and we are compelled to resort to soils of a con- 
stantly decreasing degree of fertility ; but the productive energies of 
the labour employed to extract produce from these soils, are as con- 
stantly augmented by the discoveries and inventions that are always 
being made. Two directly opposite and continually acting principles 
are thus set in motion. From the operation of fixed and permanent 
causes, the increasing sterility of the soil must, in the long-run, over- 
match the increasing power of machinery and the improvements of 
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agriculture — and prices must experience a corresponding rise, and pro- 
fits a corresponding fall. Occasionally, however, improvements in the 
latter more than compensate for the deterioration in the quality of the 
former, and a fall of prices and rise of profits take place, until the con- 
stant pressure of population again forces the cultivation of poorer lands. 

The previous reasoning, in so far as the general principle is con- 
cerned, is equally applicable to the commercial world, or to any single 
nation. It is quite plain, however, that the fall in the rate of profit, 
and the consequent check to the progress of society originating in the 
necessity of resorting to poorer soils, will be more severely felt in an 
improving country, which excludes foreign com from her markets, than 
in one which maintains a free and unfettered intercourse with her 
neighbours. A highly manufacturing and commercial country, like 
England, which should deal with all the world on fair and liberal prin- 
ciples, could avail herself of all those capacities of production with 
which Providence has endowed different countries ; and, besides ob- 
taining supplies of food at the cheapest rate at which they can be 
raised, the numberless markets to which she could resort, would pre- 
vent her from feeling any very injurious consequences from the occa- 
sional failure of her own harvests, and would not only secure her con- 
stant plenty, but, what is of hardly less importance, constant steadiness 
of price. Such a nation would have the foundations of her greatness 
established on a broad and solid basis ; for they would rest, not on 
the productive energies of her own soil only, but, on those of all the 
countries of the world ; nor is there any natural and necessarily oper- 
ating cause, why her profits should be reduced, and she should get 
clogged in her progress, until the general increase of population had 
forced the cultivation of inferior soils, in all the countries whence she 
had been in the custom of drawing a portion of her supplies. And 
even then, she would not be surpassed by her neighbours ; her pro- 
gress would only be retarded by the same cause which must also re- 
tard theirs ; her relative power would not be impaired ; and should 
new markets be opened, or new discoveries made in agricultural in- 
dustry, in any quarter of the world, she would reap her full share of 
the advantage, and be renovated and strengthened for a new career of 
exertion, 

A relative lowness in the rate of profit in a particular country, not 
only lessens its power to accumulate capital, or to add to that fund by 
which its population and industry must always be regulated ; but it 
also creates a strong temptation to transmit a part of it to other coun- 
tries. The rate of profit has a constant tendency to equalise itself. 
The same principle that would prevent the employment of capital in 
Yorkshire, if it did not yield as great a rate of profit there as in Kent 
or Surrey, regulates its distribution among the different countries of 
the world. It is true that the love of country — the thousand ties of so^ 



Mcculloch's principles of political economy, 203 

ciety and friendship — the ignorance of foreign languages, and the de- 
sire to have our stock employed under our own inspection, would make 
a greater difference in the rate of profit necessary to occasion a trans- 
fer of capital from one country to another, than from one province of 
the same country to another. But this love of country has its limits. 
The love of gain is a no less powerful and constantly operating prin- 
ciple ; and if capitalists are once assured that their stock can be laid 
out with tolerable security, and with considerably greater advantage, 
in foreign states, an efHux of capital, to a greater or less extent, will 
certainly take place, 

The rate of taxation has, throughout this discussion, been supposed 
to be invariable. It is plain, however, that when it is increased, such 
increase must either immediately fall wholly on profits or wages, or 
partly oa the one, and partly on the other. If it falls on profits, it must 
make an equivalent deduction from them ; and if it falls on wages, it 
must proportionally depress the condition of the great mass of the peo- 
ple. There are limits, however, and those not very remote, to the 
power of the labourer to pay taxes ; and whenever these limits have 
been attained, they must entirely fall on profits. It has, therefore, been 
most justly and truly observed by Adam Smith, that a heavy taxation 
has exactly the same effects as an increased barrenness of the soil; and 
an increased inclemency of the heavens. 

It was the excessive weight of taxation that was the real cause of the 
lowness of profits in Holland, and consequently of the decline of her 
manufacturing and commercial prosperity. Notwithstanding the rigid 
and laudable economy of her rulers, the vast expense which the repub- 
lic incurred in her revolutionary struggle with Spain, and in her sub- 
sequent contests with France and England, having led to the contrac- 
tion of an immense public debt, she was obliged, in order to provide 
funds for the payment of the interest and other necessary charges, to 
lay heavy taxes on the most indispensable necessaries.* Among others, 
high duties were laid on foreign com when imported, on flour and meal 
when ground at the mill, and on bread when it came from the oven. 
Taxation affected all the sources of national wealth ; and so oppressive 
did it ultimately become, that it was a common saying at Amsterdam, 
that every dish of fish brought to table was paid once to the fisherman, 
and six times to the state ! Wages being necessarily raised so as to 
enable the labourers to subsist and continue their race, the weight of 
these enormous taxes fell almost wholly on the capitalists. Profits 
being in consequence reduced below their level in other countries, the 
prosperity of Holland gradually declined ; and her capitalists were 

• In XS79, at the Union of Utrecht^ the interest of the public debt of the province of Hol- 
land amounted to only 1x7,000 flonns ; but so rapidly did it increase, that, in 1655, during 
the administration of the famous John De Witt, the States were compelled to reduce Uie in- 
terest from 5 to ^ per cent., and yet, notwithstanding this reduction, it amounted, in Z678J 
to 7,107,000 QonnsI Metelerkampi StoHsque de la HQllande, p. S03. 
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tempted to employ their stocks in other countries rather than at home. 
' L' augmentation successive des impdts^ que les payments des interHs^ 
et les remboursements ont rendu indispensable^ a ddtruit une grande 
partie de r industries a diminuS le commerce, a diminui ou fort alierS 
Pitat florissant ou Hoit autrefois la population^ en resserrant chez le 
peuple les moyens de subsistence!* ■ 

No people have any reason whatever to be alarmed at the effects 
of competition in any department of industry, for instead of losing, 
they are always sure to gain by every discovery which tends to facili- 
tate production, or to reduce cost. It is not by improvements among 
their neighbours, but by a decline in the productiveness of industry at 
home — a. decline which will always be indicated and correctly measured 
by the fall of profits it must infallibly occasion — that either their abso- 
lute or relative situation can ever be injuriously affected. But every 
such fall of profits will undoubtedly tend to sink them in the scale of 
national power and importance, and to enable their rivals to outstrip 
them in the career of wealth and greatness. Neither the skill and 
industry of the most intelligent and persevering artisans, nor the most 
improved and powerful machinery, can permanently withstand the 
paralysing and deadening influence of a relatively low rate of profit — 
And, let it never be forgotten, that such relative lowness must neces- 
sarily be produced by every system or regulation, which, by excluding 
foreign corn or otherwise, forces the premature^ cultivation of poor 
soils at home, and artificially raises prices j and can only be prevented 
by acting on a liberal commercial system, and enforcing the strictest 
economy in the public expenditure. 



PART IV. 

CONSUMPTION OF WEALTH. 

Having in the previous parts of this work endeavoured to explain 
the means by which labour is facilitated, and wealth produced, and to 
investigate the laws regulating its distribution among the various 
classes of society, we come now to the fourth and last division of our 
subject, or to that which treats of the Consumption of Wealth. 

Definition of Consumption — Consumptioti the end of Production — 
Test of Advantageous and Disadvantageous Consujnption — Inju- 
rious operation of Su7nptuary Laws — Advantage of a Taste for 

* Richesse de la Holiattde, tome ii. p. 179. This work contains a great deal of most valu- 
able information. The author, (M. de Luzac,) mentions, that the Hollanders had, in 1778, 
about 1500 millions of livres (62 millions sterling) in the public funds of France and England ! 
— See also, on the subject of the taxation of Holland, a Memoir on the Means o/Ameftding 
and Redressing the Commerce o/the Republic, drawn up from information communicated by 
the best informed merchants, and published by order of the Stadtholder, William IV. Prince 
of Orange, in X75Z. This Memoir was translated into English, and published in Iiondon in 
the same year. 
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Luxuries — Error of Adam Smiths Opinion with respect to unproduc- 
tive Consumption — Error of those who contend^ that to facilitate 
Production it is necessary to encourage Consumption — Consumption 
of Government — Conclusion. 

It was formeriy shown that, by the production 6£ a commodity was 
not meant the production of matter, for that is the exclusive prerogative 
of Omnipotence, but the giving to matter already in existence such a 
shape as might fit it for ministering to our wants and enjoyments. In 
like manner, by consumption is not meant the consumption, or annihi- 
lation of matter, for that is equally impossible as its creation, but 
merely the consumption or annihilation of those qualities which render 
commodities useful and desirable. To consume the products of art 
and industry is, therefore, really to deprive the matter of which they 
consist of the utility, and consequently of the exchangeable value 
communicated to it by labour. And hence we are not to measure 
consumption by the magnitude, the weight, or the number of the pro- 
ducts consumed, but exclusively by their value. Large consumption 
is the destruction of large value, however small the bulk in which that 
value may happen to be compressed. 

Consumption, in the sense in which the word is used by Political 
Economists, is synonymous with use. We produce commodities only 
that we may be able to use or consume them. Consumption is the 
great end and object of all human industry. Production is merely a 
means to attain an end. No one would produce were it not that he 
might afterwards consume. All the products of art and industry are 
destined to be consumed, or made use of ; and when a commodity is 
brought into a state fit to be used, if its consumption be deferred, a 
loss is incurred. All products are intended either to satisfy the imme- 
diate wants, or to add to the enjoyments of their producers ; or they 
are intended to be employed for the purpose of reproducing a greater 
value than themselves. In the first case, by delaying to use them, it 
is plain we either refuse to satisfy a want, or deny ourselves a gratifi- 
. cation it is in our power to obtain ; and, in the second^ by delaying to 
use them, it is equally plain we. allow the instruments of production 
to lie idle, and then we lose the profit that might be derived from their 
employment. 

But, although all commodities are produced only to be consumed, 
we must not fall into the error of supposing that aU consumption is 
equally advantageous to the individual or the society. It is, however, 
exceedingly difficult to draw a distinct line of demarcation between 
advantageous or disadvantageous, or, as it is more commonly termed? 
productive and unproductive consumption. In so far, however, as the 
public interests are involved, and it is such only that we are now called 
upon to consider, all consumption of the products of art and industry 
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may be held to be productive if it occasions^ whether directly or in^ 
directly^ the production of the same or of a greater quantity of equally 
valuable products^ and unproductive if it has not that effect. The 
mere fact of a commodity being consumed for a particular purpose, 
or in a particular way, will not authorise us to affirm, without farther 
inquiry, that its consumption has been advantageous, or the reverse. 
Before we can decide on such a point, we must take into view, and 
carefully examine the remote as well as the immediate effects of the 
consumption. It would not, for example, be enough to prove, that a 
certain amount of wealth had been productively employed, to be told, 
that it had been laid out in the improvement of the soil, in the exca- 
vation of a canal, or in any similar undertaking ; for it might have 
been laid out injudiciously, or in such a way that it could not reproduce 
itself. Neither, on the other hand, would it be enough to prove, that 
any given amount of wealth had been laid out unproductively, to be 
told, that it had been expended in equipages or entertainments ; for 
the desire to indulge in this expence might have been the cause of the 
wealth being originally produced, and the desire to indulge in similar 
expence might occasion the subsequent production of a still greater 
quantity. 

But, whatever may be the mode in which commodities are consumed. 
It is plain that it is on the balance between consumption and reproduc- 
tion, that the advancement or decline of every nation is dependent. 
If, in given periods, the commodities produced in a country exceed 
those consumed in it, the means of increasing its capital will be pro- 
vided, and its population will either increase, or the actual numbers 
will be better accommodated, or both. If the consumption in such 
periods fully equals the reproduction, no means will be afforded of 
increasing the stock or capital of the nation, and society will be at a 
stand. And if the consumption exceeds the reproduction, every suc- 
ceeding period will see the society worse supplied ; its prosperity and 
population will evidently decline, and pauperism will gradually spread 
itself over the whole country. 

It seems to be impossible to fix on any standard for the regulation 
of individual expenditure. The sentiments of no two persons will 
ever exactly coincide with respect to the advantage to be derived from 
any given expenditure of wealth ; and as each must be held to be, in 
his own situation, the best judge of what is profitable and advantageous 
for himself, there are no means of deciding who is right or who is 
wrong. The opinions of different individuals necessarily depend more 
or less on the circumstances under which they are placed. The rich 
man is naturally inclined to give a greater extension to the limits of ad- 
vantageous consumption than the man of middling fortune ; and the 
latter than he who is poor. And it is undoubtedly true that a man's 
expenses ought always to bear some proportion to the magnitude of his 



M^CULLOCH^S PRI^CIPtLS OP POLITICAL ECONOMY, 10? 

fortune, his prospects, and his station in society ; and that what might 
be proper and advantageous expenditure in one case, might be exceed- 
ingly improper and disadvantageous in another. These, however, are 
matters with respect to which individuals ought to be left at full liberty 
to use their own discretion ; and though a few may waste their fortunes 
in wanton and unprofitable expense, we may be assured that the efforts 
of the vast majority will be directed to their increase. 

But, though governments have been generally, or rather, perhaps, it 
should be said, universally, more profuse and lavish than their subjects, 
they have very frequently enacted sumptuary laws, to restrain what 
they were pleased to consider the improper expenditure of the latter. 
These laws were long popular in Rome ; and were formerly in use in 
this, and most other European countries. But it may be safely affirmed, 
that they have not, in any instance, been productive of any good effect. 
They are, in truth, a manifest infringement on the right of property ; 
and no legislator can ever fetter his subjects in the disposal of the 
fruits of their industry, without rendering them less zealous about their 
acquisition, and paralyzing their exertions. 

Sir Dudley North has set the effect of sumptuary laws in its true 
light * Countries,' he says, * which have these laws, are generally 
poor ; for, when men are thereby confined to narrower expense than 
they otherwise wojild be, they are at the same time discouraged from 
the industry and ingenuity which they would have employed, in obtain- 
ing wherewithal to support them, in the full latitude of expense they 
desire. It is possible, families may be supported by such means, but 
then, the growth of wealth in the nation is hindered ; for that never 
thrives better, than when riches are tost from hand to hand. The 
m eaner sort, seeing their fellows become rich and great, are spirited up 
to imitate their industry. A tradesman sees his neighbour keep a 
coach, presently, all his endeavours are at work to do the like, and 
many times he is beggared by it ; however, the extraordinary applica- 
tion he makes to gratify his vanity, is beneficial to the public. (Dis* 
courses on Trade^ p. 15^. 

The public interest requires that the national capital should, if pos- 
sible, be constantly kept on the increase ; or, which is the same thing, 
that the consumption of any given period should be made the means 
of reproducing a greater amount of useful and desirable products. 
But it has been sufficiently proved that this cannot, in any case, or un- 
der any circumstances, be the result of a system of surveillance and 
restriction. Industry and frugality never have been, and never can be, 
promoted by such means. To render a man industrious, secure him 
the peaceable enjoyment of the fruits of his industry ; — to wean him 
from extravagance, and to render him frugal and parsimonious, allow 
him to reap all the disadvantage of the one line of conduct, and all the 
advantage of the other. 
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Besides, it is clear that sumptuary laws, even if they were iii othei* 
respects advantageous, must necessarily be partial and oppressive in 
their operation. What would be wanton and ridiculous extravagancfe 
in one man, may be well regulated moderate expenditure in ariothei*. 
If, therefore, for the sake of the prbdigal, you proscribe this expense, 
you deprive the other of those gratifications to \Vhich his fortune en- 
titles him ; arid if you allow it to those who can afford it^ then, in order 
to ascertain to whom the regulation is applicable, you must institute an 
odious and generally ineffectual investigation into the circumstances 
of individuals. Certainly, however, it is no part of the business of 
government to pry into the affairs of individuals. It was not instituted 
for the purpose of keeping their accounts, and balancing their ledgers ; 
butin order to protect the equal rights and liberties of all : * If its own 
extravagance does not ruin the state, that of its subjects never will' 
The poverty and loss of station which is the necessary and inevitable 
result of improvident and prodigal consumption, is a sufficient security 
against it ever becoming injuriously prevalent ; and wherever the pub- 
lic burdens are moderate, property protected, and the imperfect and 
uncontrolled freedom of industry secured, the constant efforts of the 
great body of the people to rise in the world and improve their condi- 
tion, will insure the continued increase of national wealth. It is idle 
to expect that all unproductive and unprofitable e:^enditufe can ever 
be avoided ; but the experience of all tolerably well governed states 
proves, that the amount of the produce of industry productively ex- 
pended, is always infinitely greater than that which may be expended 
unproductively. 

It was long a prevalent opinion among moralists, that the labour be- 
stowed on the production of luxuries, and consequently their consump- 
tion, was unproductive and disadvantageous. If a man wished to get 
rich, his object, it was said, ought not to be to increase his fortune, but 
to lessen his wants. Si quern volueris esse divitem^ non est quodaugeas 
divitias sed minuas aipiditates. Had these opinions ever obtained 
any considerable influence, they would have formed an insuperable 
obstacle to all improvement Those who are contented with the situa- 
tion in which they are placed, can have no motive to induce them to 
aspire at any thing better. And hence it is to the absence of this feel- 
ing of contentment, and the existence of that which is directly opposed 
to it,— to the desire to rise in the world, to improve our condition, and 
to obtain a constantly increasing command over the conveniences and 
luxuries of life, that society is indebted for every improvement No 
progress can be made in civilization, in any country, until this desire 
has been excited : and the more powerful and urgent it becomes, the 
more rapid will be the accumulation of wealth, and the more prosper- 
ous will every individual become. The mere necessaries of life may be 
obtained with comparatively little labour ; and those savage and un- 
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civiliied hordes, who have no desire to possess its comforts, are prover- 
bially and notoriously indolent and dissipated. To make men indus* 
trious — to make them shake off that lethargy which is natural to them, 
they must be inspired with a taste for the luxuries and enjoyments of 
civilized life. When this is done, their artificial wants will become 
equally clamorous with those that are strictly necessary, and they will 
increase exactly as the means of Eratifying them increase; Wherever 
a taste for comforts and conveniences has been generally dilfijsed, the 
wants and desires of man become altogether unlimited. The gratifi- 
cation of one leads directly to the formation of another. In highly 
civilized societies, new products and new modes of enjoyment are con- 
stantly presenting themselves as motives to exertion, and as means of 
rewarding it Pw^everance is, in consequence, given to all the opera- 
tions of industry; and idleness, and its attendant train of evil$, almost 
entirely disappear, 'What,' asks Dr. Paley, 'can be less necessary, 
or less connected with the sustentation of human life, than the whole 
produce of the silk, lace, and plate manufactory? Yet what multitudes 
labour in the different branches of these arts I What can be imagined 
more capricious than the fondness for tobacco and snuff? Yet how 
many various occupations, and how many thousands in each, are set 
at work in administering to this frivolous gratification !' It is the sti- 
mulus which the desire to possess these articles of luxury gives to in- 
dustry that renders their introduction advantageous. The earth is 
capable of furnishing food adequate for the support of a much greater 
portion of human beings than can he employed in its cultivation. But 
those who are in possession of the soil will not part with their produce 
for nothing ; or rather, they will not raise at all what they can neither 
use themselves nor exchange for what they want As soon, however, 
as a taste for conveniences and luxuries has been introduced, the oc- 
cupiers of the ground raise from it the utmost that it can be made to 
produce, and exchange the surplus for such conveniences and gratifi* 
cations as they are desirous of obtaining ; and, in consequence, the 
producers of these articles, though they have neither property in the 
soil, nor any concern in its cultivation, are regularly and liberally sup- 
plied with its produce. In this way, the quantity of necessariei, as well 
as of useful and agreeable products, is vastly increased by the intro- 
duction of a taste for luxuries : and the population are, in consequence, 
not only better provided for, but their numbera aie proportionally ood 
greatly augmented. 

There is hardly a single article among those that are now reckoned 
most indispensable to existence, or a single improvement of any sort, 
which has not been denounced at its introduction as an useless super- 
6uity, or as being in some way injurious. Few things ate now con- 
sidered more essential than shirts ; and yet there are instances on 
record of individuals being put in the pillory for presuming to wear so 

>4 
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expensive and unnecessary an article ! Chimneys were not commonly 
used in England until about the middle of the sixteenth century ; and, 
in the introductory discourse to Hollinshed's Chronicles^ published in 
1577, there is a bitter complaint of the multitude of chimneys lately 
erected, and of the exchange of wooden platters for earthenware and 
pewter. Another author of the same period laments that nothing but 
oak is used for building, instead of willow, as heretofore ; — adding, 
that * formerly our houses indeed were of willow, but our men were of 
oak ; but now that our houses are of oak, our men are not only of 
willow, but some altogether of straw !' (Slaney's Essay on Rural Ex- 
penditure^ p. 41.) 

Many volumes have been filled with lamentations over the preva- 
lence of a taste for tea, sugar, coffee, spices, and other foreign luxuries ; 
and the idea that their consumption is prejudicial to the increase of 
wealth, is still very common. Voltaire, who in general entertained 
very correct opinions on such subjects, has in this instance given his 
sanction to the popular prejudice. * Henry IV.,' says he, * breakfasted 
on a glass of wine and wheaten bread ; he neither used tea, nor coffee, 
nor chocolate. But the products of Martinique, Mocha, and China, 
are now required for the breakfast of a servant ! And if we reflect 
that these products cost France upwards of fifty millions a-year, it is 
obvious we must be carrying on some very advantageous branches of 
commerce, to enable us to support this continued loss.' Voltaire 
forgot that the commodities with which the gold and silver exported 
to India are purchased, are the produce of the industry of France, 
and that the desire of acquiring tea, coffee, &c., is the sole principle 
that sets this industry in motion. It is therefore obvious, that in the 
event of the importation of these articles being prevented, there would 
no longer be a motive for the exertion of the industry that is now 
employed in the production of the equivalents given for them ; and 
France, instead of becoming richer by such a measure, would become 
just so much the poorer. 

* Un pr6jug6 vulgaire,' says the Marquis Gamier, * porte k regarder 
comme desavantageux, Pechange dans lequel on donne un morceau de 
metal qui peut durer des siecles, pour avoir une denrde que la con- 
sommation va detruire en une minute. Cependant le m^tal, ainsi que 
la plante, n'ont de valeur qu'en raison du travail qu'ils ont coiit^ ; 
I'argent ne manquera pas plus que le thd au travail qui voudra I'ex- 
traire du sein de la terre; et de ces deux substances, celle qui se 
consomme le plus rapidement, est, par cette meme raison, celle qui 
tient plus de travail en activity. Une revolution qui abimeroit sous 
les eaux toutes les mines de PAmerique, appauvrirait fort peu les 
nations de TEurope. Mais si le sucre, le caffd, le thd, &c., venait h, 
perdre tout k coup leur saveur et leur arome, s^ils n'avaient plus la 
propri^td de charmer le palais, lis cesseraient de tenir rang parmi les 
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richesses ; alors s'arr^terait le travail qui les produit dans les deu3( 
Indes, et, par contre-coup, tout le travail qui s^exerce en Europe pour 
les acheter.' * 

I do not, however, mean to affirm, that a taste for tea or coffee, 
champagne or burgundy, dogs or horses, is the best possible taste, or 
that it might not be infinitely better if the same stimulus could be 
given to industry, by a desire to procure other articles and enjoyments, 
But the first and grand object ought always to be to excite a taste fqr 
superfluities ; for, when once this taste has been excited, it is qompa^ 
ratively easy to give it any particular bias or direction ; and until i| 
has been excited, society can make no progress, t 

It is plain, therefore, that the consumption of luxuries cannot, pro- 
vided it be confined within proper limits, be justly considered as either 
disadvantageous or unproductive, If, indeed, a man were to consume 
more luxuries than his labour or his fortune enabled him to command, 
his consumption would be disadvantageous, But it would be equally 
disadvantageous were he to consume a greater quantity of necessaries 
than he could afford. The mischief does not consist in the species of 
articles consumed, but in the excess of their value over the means of 
purchasing them possessed by the consumer. This, however, is a 
fault which ought always to be left to be corrected by the self-interest 
of those concerned. The- poverty and degradation caused by indulging 
in unproductive consumption is a natural and sufficient guarantee 
against its ever being carried to an injurious extent And to attempt 
to lessen unproductive consumption by proscribing luxury, is in effect 
attempting to enrich a country by taking away the most powerful 
motives to production ! 

Adam Smith has given another criterion of productive and unpro- 
ductive consumption ; but his opinions on this subject, though ex- 
ceedingly ingenious, and supported with his usual ability, appear to 
rest on no solid foundation. He divides society into two great classes. 
1\i!^ first consists of those who fix, or, as he terms it, * realize their 
labour in some particular subject, or vendible commodity, which lasts 
for some time at least afler that labour is past ;' the second^ of those 
whose labour leaves nothing in existence after the moment of exertion, 
but perishes in the act of performance. The former are said by Adam 
Smith to \iQ productive^ the latter unproductive^ labourers. Not that, 
in making this distinction, Adam Smith means to undervalue the ser- 

• Garnier, Richesse des Nations, Tome V., p. 309* ^ , , - * .,. /■ u 

t The excessive Indolence of the Mexicans has been ascribed partly to the facihty of ob- 
taining supplies of food by the cultivation of the banana, and partly to the mildness of the 
climate, which renders clothing and lodging of inferior importance. Humboldt mentions, 
that it b a prevalent opinion, 5iat nothing short of the extirpation of the banana wul ever 
render them mdustrious. It may, however, be expected that flie altered circumstances under 
which Mexico is now placed, the manv new avenges therevoluuon has opened to^^ 
consideration, and the desire that will most probably be excited to obtam those European 
commoditifes which the freedom of commerce will pour into the country at a comparatively 
chSS wie, ^ have the effect to infuse a spirit of industry into the inhabitants. 
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vices performed by the unproductive class, or to deny that they are, 
often of the highest utility ; for he admits that such is frequently the 
case : but he contends that these services, however useful, do not 
augment the wealth of the country ; and, consequently, that tiie com- 
modities consumed by this class are unproductively consumed, and 
have a tendency to impoverish, not to enrich, the society. But to avoid 
the chance of misrepresentation, I shall give Adam Smith's opinions 
in his own words. 

'There is one sort of labour,' says he, * which adds to the value of 
the subject upon which it is bestowed ; there is another which has no 
such effect. The former, as it produces a value, may be called pro- 
ductive ; the latter unproductive, labour. Thus the labour of a manu- 
facturer adds, generally, to the value of the materials which he works 
upon, that of his own maintenance, and of his master's profit The 
labour of a menial servant, on the contrary, adds to the value of 
nothing. Though the manufacturer has his wages advanced to him 
by his master, he, in reality, costs him no expense, the value of those 
wages being generally restored, together with a profit, in the improved 
value of the subject upon which his labour is bestowed. But the 
maintenance of a menial servant never is restored. A man grows rich 
by employing a multitude of manufacturers ; he grows poor by main- 
taining a multitude of menial servants. The labour of the latter, 
however, has its value, and deserves its reward as well as that of the 
former. But the labour of the manufacturer fixes and realises itself 
in some particular subject, or vendible commodity, which lasts for 
some time at least after that labour is past. It is, as it were, a certain 
quantity of labour stocked and stored up to be employed, if necessary, 
upon some other occasion. That subject, or, what is the same thing, 
the price of that subject, can afterwards, if necessary, put into motion 
a quantity of labour equal to that which had originally produced it 
The labour of the menial servant, on the contrary, does not fix or 
realise itself in any particular subject or vendible commodity. His 
services generally perish in the very instant of their performance, and 
seldom leave any trace or value behind them for which an equal quan- 
tity of service could afterwards be procured. 

* The labour of some of the most respectable orders in the society is 
like that of menial servants, unproductive of any value, and does not 
fix or realize itself in any permanent subject or vendible commodity, 
which endures after that labour is past, and for which an equal quantity 
of labour could afterwards be procured. The sovereign, for example, 
with all the officers both of justice and war who serve under him, the 
whole army and navy, are unproductive labourers. They are the 
servants of the public, and are maintained by a part of the annual 
produce of the industry of other people. Their service, how honourable, 
how necessary, or how useful soever, produces nothing for which an 
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equal quantity of service can afterwards be procured. The protection, 
security, and defence of the commonwealth, the effect of their labour 
this year, will not purchase its protection, security, and defence for the 
year to come. In the same class must be ranked some both of the 
greatest and most important, and some of the most frivolous profes- 
sions : churchmen, lawyers, physicians, men of letters of all kinds ; 
players, buffoons, musicians, opera-singers, opera-dancers, &c. The 
labour of the meanest of these has a certain value, regulated by the 
very same principles which regulate that of every other sort of labour ; 
and that of the noblest and most useful produces nothing which could 
afterwards purchase or procure an equal quantity of labour. Like 
the declamation of the actor, the harangue of the orator, or the tune of 
the musician, the work of all of them perishes in the very instant of its 
production.** 

These statements are plausible ; still, however, it is not difficult to 
show the fallacy of the distinction Adam Smith has endeavoured to 
establish between the labour, and consequently also the consumption, 
of the different classes of society. To begin with his strongest case, 
that of the menial servant : Adam Smith says, that his labour is unpro- 
ductive, because it is not realized in a vendible commodity, while the 
labour of the manufacturer is productive, because it is so realized. But 
of what is the labour of the manufacturer really productive ? Does 
it not consist exclusively of comforts and conveniences required 
for the use and accommodation of society? The manufacturer is 
not a producer of matter, but of utility only. And is it not 
obvious that the labour of the menial servant is also productive 
of utility ? It is universally allowed, that the labour of the 
husbandman who raises corn, beef, and other articles of pro- 
vision, is productive ; but if so, why is the labour of the menial 
servant who performs the necessary and indispensable task of preparing 
and dressing these articles, and fitting them to be used, to be set down 
as unproductive ? It is clear to demonstration, that there is no differ- 
ence whatever between the two species of industry — that they are 
either both productive, or both unproductive. To produce a fire, it is 
just a^ necessary that coals should be carried from the cellar to the 
grate, as that they should be carried from the bottom of the mine to 
the surface of the earth : And if it is said, that the miner is a produc- 
tive labourer, must we not also say the same of the servant, who is 
employed to make and mend the fire ? The whole of Adam Smith's 
reasoning proceeds on a false hypothesis. He has made a distinction 
where there is none, and where it is not in the nature of things there 
can be any. The end of all human exertion is the same — that is, to 
increase the sum of necessaries, comforts, and enjoyments ; and it 
must be left to the judgment of every one to determine what propor- 
tion of these comforts he will have in the shape of menial services, and 

• IVealth qfNationSt Murray s Rtprints^ p. 192. 
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what in the shape of material products. It is true, as has been some- 
times stated, that the results of the labour of the menial servant are 
seldom capable of being estimated in the same way as the results of 
the agriculturist, manufacturer, or merchant ; but they are not, on that 
account, the less real or valuable. Could the same quantity of work 
be performed by those who are called productive labourers, were it not 
for the assistance they dferiVe from those who are falsely called unpro- 
ductive? A merchant or banker, who is making ;£ 5000 or ;£ 10,000 
a year by his business, may perhaps be expending £1000 on his 
Servants ; now, it is plain, that if he tries to save this sum he can 
do so only by turning his servants adrift, and becoming coachman, 
footman, and washerwoman for himself; and, if he does this, he 
will, instead of making ;£5ooo or ;£ 10,000 a year, be most probably 
unable to make even £^q \ No doubt a man will be ruined if 
he keeps more servants than he has occasion for, or than he can afford 
to pay J but his ruin would be equally certain were he to purchase an 
excess of food or clothes, or to employ more workmen in any branch 
of manufacture than are required to carry it on, or than his capital 
could employ. To keep two ploughmen when one only might suffice, 
is just as improvident and wasteful expenditure as it is to keep two 
footmen to do the business of one. // is in the extravagant quantity 
of the commodities we consume or the labour we employ^ and not in the 
particular species of commodities or labour^ that we must seek for the 
causes of impoverishment. 

The same reasoning applies to all the other cases mentioned by 
Adam Smith. Take, for example, the case of the physician. Adam 
Smith tells us that he is an unproductive labourer, because he does not 
directly produce something that has exchangeable value. But if he 
does the same thing indirectly^ what is the difference ? If the exertions 
of the physician are conducive to health, and if, as is undoubtedly the 
case, he enables others to produce more than they could do without 
his assistance, then it is plain he is indirectly^ at least, if not directly, a 
productive labourer. Adam Smith makes no scruple about admitting 
the just title of the workman employed to repair a steam-engine to be 
enrolled in the productive class ; and yet he would place a physician, 
who had been instrumental in saving the life of an Arkwright or a 
Watt, among those that are unproductive ! It is impossible that these 
inconsistencies and contradictions could have occurred to Adam 
Smith ; and the errors into which he has fallen in treating this impor- 
tant branch of the science, shows, in the strongest manner, the absolute 
necessity of advancing with extreme caution, and of subjecting every 
theory, how plausible and ingenious soever it may appear when first 
stated, to a severe and patient examination. 

An occupation may be futile aftd trifling to the last degree without 
being unproductive. We are entitled to affirm, at once, that an indi- 
vidual who employs himself an hour a day in blowing bubbles or build- 
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ing houses of cards, is engaged in a futile emplo3rment ; but we are not, 
without further inquiry, entitled to affirm that it is unproductive. This 
will depend on a contingency : the employment will be as unproduc- 
tive as it is frivolous, if it does not stimulate the individual to make 
any greater exertion during the remaining twenty-three hours of the 
twenty-four than he did previously ; but if, in order to indemnify him- 
self for-the time that is thus spent, he produces as many useful and 
desirable commodities during the period he can still devote to that 
purpose as he previously produced, the employment will not be unpro- 
ductive : and if the desire to indulge in it leads him to produce more 
commodities than he did before, it will be positively productive. 

Dr. Paley had a distinct perception of this doctrine, and has stated 
it with his usual force and clearness. * A watch,' he observes, * may be 
a very unnecessary appendage to the dress of a peasant ; yet if the 
peasant will till the ground in order to obtain a watch, the true design 
of commerce is answered ; and the watchmaker, while he polishes the 
case and files the wheels of his ingenious machine, is contributing to 
the production of corn as effectually, though not so directly, as if he 
handled the plough or the spade. The use of tobacco is an acknow- 
ledged superfluity ; but if the fisherman will ply his nets, and the ma- 
riner fetch rice from foreign countries, in order to procure to himself 
this indulgence, the market is supplied with two important articles of 
provision by the instrumentality of a merchandise which has no other 
apparent use than the gratification of a vitiated palate.' {Works, vol. 
ii. p. 8a £d. 1819.) 

It is on this principle that the productiveness of the labour of play- 
ers, singers, opera dancers, buffoons, &c. depends. A taste for the 
amusements they afford has exactly the same effect on national wealth 
as a taste for tobacco, champagne, or any other luxury. We wish to 
be present at their exhibitions ; and, in order to get admittance, we 
pay the price or equivalent demanded by them for their services. But 
this price or equivalent is not a gratuitous product of nature — it is the 
result of industry. And hence it is, that the amusements afforded by 
these persons — however trifling they may seem in the estimation of 
cynics and soi-disant moralists — create new wants, and by so doing 
necessarily stimulate our industry to procure the means of gratifying 
them. They are unquestionably, therefore, a cause of production ; and 
it is very like a truism to say that what is a cause of production must 
be productive. 

The productiveness of the higher class of functionaries mentioned 
by Adam Smith is still more obvious. So far, indeed, from being unpro- 
ductive, they are, when they properly discharge the duties of their high 
station, the most productive labourers in a state. Adam Smith says, that 
the results of their service, that is, to use his own words, ' the protec- 
tion, security, and defence of the commonwealth any one year, will not 
purchase its protection, security, and defence for the year to come.' 
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But this is plainly an error. The protection and security afforded by 
good government may not be directly a cause of wealth ; but it is in- 
directly so ; for it is plain that, without this security and protection, 
the productive powers of industry could not be brought into action. 
Adam Smith would allow that the material products produced by the 
society one year, were to form the means of producing its supplies of 
necessaries, conveniences, and enjoyments during the following year. 
But without the security and protection afforded by government, these 
products would either not exist at all, or their quantity would be very 
greatly diminished. How, then, is it possible to deny that those whose 
labour is necessary to afford this security are productively employed ? 
Take the case of the labourers employed to construct fences ; no one 
ever presumed to doubt that their labour is productive ; and yet they 
do not contribute directly to the production of com or of any other 
valuable product. The object of their industry is to give protection 
and security ; to guard the fields that have been fertilized and planted 
by the husbandman from depredation ; and to enable him to prosecute 
his employments without having his attention distracted by the care of 
watching. But if the security and protection afforded by the hedger 
or ditcher justly entitle him to be classed among those who contribute 
to enrich their country, on what principle can those public servants 
whose exertions protect property in the mass, and render every portion 
of it secure against hostile aggression, and the attacks of thieves and 
plunderers, be said to be unproductive ? If the labourers who protect 
a single corn field from the neighbouring crows and cattle be produc- 
tive, then surely the judges and magistrates, the soldiers and sailors, 
who protect every field in the empire, and to whom it is owing that all 
classes of inhabitants feel secure in the enjoyment of their property, 
rights, and privileges, have a right to be classed among those whose 
services are supereminently productive. 

That much wealth has been unproductively consumed by the ser- 
vants of the public, both in this and other countries, it is impossible to 
doubt. But we are not to argue from the abuses extrinsic to a bene- 
ficial institution against the institution itself. If the public pay their 
servants excessive salaries, or employ a greater number than isi re- 
quired for the purposes of good government and security, it is their 
own fault. Their conduct is the same as that of a manufacturer who 
should pay his labourers comparatively high wages, and employ more 
of them than he had occasion for. But, although a state, or an indi- 
vidual, may act in this foolish and extravagant manner, it would be 
rather rash to conclude from thence that all public servants and all 
manufacturing labourers are unproductive I If the establishments 
which provide security and protection be formed on an extravagant 
scale, — if we have more judges or magistrates, more soldiers or sailors, 
than are necessary, or if we pay them larger salaries than would suiEce 
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to procure the services of others, let their numbers and their salaries 
be reduced. The excess, if there be any, is not a fault inherent in the 
nature of such establishments, but results entirely from the extravagant 
scale on which they have been arranged. 

But, in showing that Adam Smith was mistaken in considering the 
consumption of menial servants, and of lawyers, physicians, and 
public functionaries, unproductive, we must beware of falling into the 
opposite extreme, and of countenancing the erroneous and infinitely 
more dangerous doctrine of those who contend that consumption, even 
when most unproductive, ought to be encouraged as a means of stimu- 
lating production, and of increasing the demand for labour ! The 
consumption of the classes mentioned by Adam Smith is advan- 
tageous, because they render services in return, which those who 
employ them, and who are the only proper judges in such a case, con- 
sider to be of greater value than the wages they pay them. But the 
case would be totally different, if Government and those who employ 
labourers, were to do so, not in order to profit by their services, but to 
stimulate production by their consumption ! It is a fallacy and an 
absurdity to suppose that production can ever be encouraged by a 
wasteful consumption of the products of industry. A man is stimu- 
lated to produce when he finds a ready market for the products of his 
labour, that is when he can readily exchange them for other products. 
And hence the true and only real encouragement of industry consists, 
not in the increase of wasteful and improvident consumption, but as 
was formerly shown, in the increase of production. 

Montesquieu has said, and the same sentiment has been expressed 
in a thousand different shapes, " Si les riches ne depensent pas beau- 
coup les pauvres mourront de faim^^ CLiv. vii. chap. 4.) Montesquieu 
was betrayed into this error, from his being unacquainted with the 
nature and functions of capital. The profusion of the rich, far from 
being of any advantage to the poor, is really one of the greatest cala- 
mities that can befall them. It is impossible that the demand for 
-labour can be increased without an increase of. capital. Wherever 
the parsimonious principle predominates, capital increases, and as 
capital, increases, the demand for labour is increased, the existing 
inhabitants are better provided for, and their numbers are increased ; 
on the contrary, wherever iprofusion and wasteful expenditure pre- 
dominate, capital is diminished, the inhabitants are daily worse and 
worse provided for, and idleness, pauperism, and disease prevail 

There is, however, no instance of any people having ever missed an 
opportunity to save and amass. In all tolerably well governed coun- 
tries, the principle of accumulation has uniformly had a marked ascen- 
dancy over the principle of expence. Individuals are fully sensible of 
the value of the articles they expend ; for, in the vast majority of 
instancesi they are the inunediate result of their industry, perseverance, 
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and economy ; and they will not consume them, unless to obtain art 
equivalent advantage. But this, it must be allowed, is but rarely the 
case with the consumption of governments and their servants. Gene- 
rally speaking, they consume the produce of the labour of others, not 
of their own ; and this circumstance prevents them from being so 
much interested in its profitable outlay, or so much alive to the 
injurious consequences of extravagant and wasteful expenditure as 
their subjects* But economy on the part of ^government, though more 
difficult to be practised, is of infinitely greater importance than 
economy on the part of any individual. Should a private gentleman 
think of acting on the principle that profusion is a virtue, and that 
industry may be encouraged by increasing unprofitable consumption, 
he will most certainly be ruined ; his ruin, however, will only be 
directly injurious to the individuals in his own employment, and will 
have but a very slight indirect effect on others. But similar conduct 
on the part of government would most probably be productive either 
of revolution, or of national poverty and degradation. If, then, it is 
most desirable that individuals should have a correct knowledge of 
. their real interest in the consumption of commodities ; how much 
more so must it be that governments should possess that knowledge ? 
Economy and frugality are virtues in a private station ; but in a public 
station their influence upon national happiness is so vast, that they are 
not only the first of virtues, but the most pressing of duties. 

* Si les depenses publiques,' M. Say observes, * affectent la sDmme 
des richesses pr6cis6ment de la m6me maniere que les depenses 
privies, les memes principes d'economie doivent presider aux unes et 
aux autres. // r^y a pas plus deux sortes d* economies guHl r^y a deux 
sortes de probitk^ deux sortes de morale. Si un gouvemement comme 
un particulier font des consommations desquelles il doive resulter une 
production de valeur superieure k la valeur consomme, ils exercent une 
Industrie productive ; si la valeur consomm^ n'a laisse aucun produit, 
c'est une valeur perdue pour Pune comme pour Tautre, mais qui en se 
dissipant, a fort bien pu rendre le service qu'on en attendaif Les 
munitions de guerre et de bouche, le tems et les travaux de fonction- 
naires civils et militaires qui ont servi k la defense de I'etat, n'existent 
plus, quoique ayant €X.€ parfaitement bien employes, il en est des ces 
choses comme de denrdes et des services qu'une famille £l consonunds 
pour son usage. Cet emploi n'a presentde aucun avantage autre que 
la satisfaction d'un besoin ; si le besoin n'existoit pas, la consonuna- 
tion, la depense, n'ont plus 6td qu'un mals sans compensation. II en 
est de m^me des consommations de Petat ;--consommer pour con- 
soinmer, depenser par systeme, r^clamer une service pour Tavantage 
de lui accorder une salaire, anneantir une chose pour avoir occasion 
de la payer est une extravagance de la part d*un gouvemement comme 
de la part d'un particulier, dans un petit etat comme dans un grandy 
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dans tine republique comme dans un monarchic. Un gouvernement 
dissipateur est mSme bien plus coupable qu'un particulier : celui ci 
consomme les produits qui lui appartiennent, tandis qu*un gouverne- 
ment n'est pas proprietaire : il n^est qu'administrateur de la fortune 
publique.* (Tome II. p. 268.) 



I have now brought this sketch of the Principles of Economical 
Science to a close. I have endeavoured to show the close and indis- 
soluble connection subsisting between private and public opulence— 
to show that whatever has any tendency to increase the former, must, 
to the same extent, increase the latter ; and that security of pro- 
perty, FREEDOM OF INDUSTRY, DIFFUSION OF SOUND INFORMA- 
TION, AND MODERATION IN THE PUBLIC EXPENDITURE, are the 

only, as they are the certain, means by which the various powers and 
resources of human talent and ingenuity can be called into action, 
and society made continually to advance in the career of wealth and 
civilisation. Every increase of security, freedom, and intelligence, is a 
benefit, as every diminution, whether of one or the other, is an eviL 
It is by the spontaneous, and unconstrained, but well protected efforts 
of individuals to improve their condition, and to rise in the world, and 
by these efforts only, that nations become rich and powerful. The 
labour and the savings of individuals are at once the source and the 
measure of national opulence and public prosperity. They may be 
compared to the drops of dew which invigorate and mature all vege- 
table nature : None of them has singly any perceptible influence ; but 
we owe the foliage of summer and the fruits of autumn to their com- 
bined action. 



riNiS. 



CONSEQUENCES OF tHE LOWERING OE INTEREST, 



AND 



RAISING THE VALUE OF MONEY. 



Sir, — These notions concerning coinage havings for the main^ as 
you know, been put into writing, above twelve months since j as those 
other, concerning interest, a great deal above so many years ; I put them, 
now again into your hands, with a liberty {since you will have it so) 
to communicate them farther, as you please. If, upon a review, you 
continue your favourable opinion of them, and nothing less than pub- 
lishing will satisfy you, I must desire you to remember, that you must 
be answerable to the world for the style, which is such as a man writes 
carelessly to his friend, when he seeks truth, not ornaments and studies 
only to be in the right, and to be understood, I have, since you saw 
them last year, met with some new objections in print, which I have 
endeavoured to remove; and particularly I have taken into considera- 
tion a printed sheet, entitled, * Remarks upon a paper given in to the 

* lords, 6f*cJ Because one may naturally suppose, that he, tJiat was so 
much a patron of that cause, would admit nothing, that could be said 
in favour of it. To this I must here add. That I am just now told from 
Holland, * That the States, finding themselves abused, by coining a vast 

* quantity of their base [Schillings] money, made of their own Ducatoons, 

* and other finer silver, melted down, have put a stop to the minting of 

* any but fine silver coin, till they should settle their mint upon a new 

'foot: 

I know the sincere love and concern you have for your country, puts 
you constantly upon casting about, on all hands, for any means to serve 
it J and will not suffer you to overlook anything you conceive, may be 
of any the least use, though offered you from the meanest capacities: 
you could not else have put me upon looking out my old papers, con- 
cerning the reducing of interest to 4 per cent, which have so long lain 
by, forgotten. Upon this new survey of them, I find not my thoughts 
now to differ from those I had near twenty years since : they have to 
me stUl the appearance of truth; nor should I otherwise venture them 
so much as to your sight. If my notions are wrong, my intention I am 
sure is right ; and whatever I have failed in^ I shall at least let you 
see with what obedience I am. 

Sir, 

Your most humble servant, 

ov. 7, 1691. JOHN LOCKE. 
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Sir, — I HAVE SO littie concern in paying or receiving of interest/ that 
were I in no more danger to be misled by inability and ignorance, than 
I am to be biassed by interest and inclination, I might hope to give 
you a very perfect and clear account, of the consequences of a law to 
- reduce interest to four per cent But, since you are pleased to ask my 
opinion, I shall endeavour fairly to state this matter of use, with the 
best of my skill. 

The first thing to be considered is, * Whether the price of the hire 
* of money can be regulated by law ?* And to that I think, generally 
speaking, one may say, it is manifest it cannot. For since it is impos- 
sible to make a law, that shall hinder a man from giving away his 
money, or estate to whom he pleases, it will be impossible, by any con- 
trivance of law, to hinder men, skilled in the power they have, over 
their own goods, and the ways of conveying them to others, to pur- 
chase money to be lent them, at what rate soever their occasions shall 
make it necessary for them to have it. For it is to be remembered, 
that no man borrows money, pr pa.ys use, out of mere pleasure : it is 
* the want of money drives men to that trouble and charge of borrowing ; 
and proportionably to this want, so will every one have it, what- 
ever price it cost him. Wherein the skilful, I say, will always so man- 
age it, as to avoid the prohibition of your law, and keep out of its pe- 
nalty, do what you can. What then will be the unavoidable conse- 
quences of such a law ? 

1. It will make the difficulty of borrowing and lending much greater; 
whereby trade (the foundation of riches) will be obstructed. 

2. It will be a prejudice to none, but those who most need assistance 
and help ; I mean widows and orphans, and others uninstructed in the 
arts and management of more skilful men ; whose estates lying in 
money, they will be sure, especially orphans, to have no more profit of 
their money, than what interest the law barely allows. 

3. It will mightily increase the advantage of bankers and scriveners, 
and other such expert brokers ; who skilled in the arts of putting out 
money, according to the true and natural value, which the present state of 
trade, money, and debts, shall always raise interest to ; they will infallibly 
get what the true value of interest shall be above the legal. Fofj men 
finding the convenience of lodging their money in hands, where they 
can be sure of it, at short warning, the ignorant and lazy will be for- 
wardest to put it into these men^s hands, who are known, willingly to 
receive it, and where they can readily have the whole, or part, upon 
any sudden occasion, that may call for it 

4. I fear, I may reckon it as one of the probable consequences of 
such a law, that it is likely to cause great perjury in the nation ; a 
crime, than which nothing is more" carefully to be prevented by law- 
makers, not only by penalties, that shall attend appareiit and proved 
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perjury, but by avoiding and lessening, as much as may be, the temp- 
tations to it. For where those are strong, (as they are, where men 
shall swear for their own advantage) there the fear of penalties to fol- 
low, will have little restraint, especially if the crime be hard to be 
proved. All which, I suppose, will happen in this case, where ways 
will be found out to receive money upon other pretences than for use, 
to evade the rule and rigor of the law : and there will be secret trusts 
and collusions amongst men, that though they may be suspected, can 
never be proved, without their own confession. I have heard very 
sober and observing persons complain of the danger men's lives and 
properties are in, by the frequency and fashionableness of perjury 
amongst us. Faith and truth, especially in all occasions of attesting 
it, upon the solemn appeal to heaven by an oath, is the great bond of 
society : this it becomes the wisdom of magistrates carefully to sup- 
port, and render as sacred and awful, in the minds of the people, as 
they can. But, if ever frequency of oaths shall make them be looked 
on as formalities of law, or the custom of straining of truth, fwhich 
men's swearing in their own cases is apt to lead them to) has once 
dipped men in perjury, and the guilt, with the temptation, has spread 
itself very wide, and made it almost fashionable in some cases ; it will 
be impossible for the society (these bonds being dissolved) to subsist. 
All must break in pieces, and run to confusion. That swearing in their 
own cases is apt by degrees to lead men into as little regard of such 
oaths, as they have of their ordinary talk, I think there is reason to 
suspect, from what has been observed, in something of that kind. 
Masters of ships are a sort of men generally industrious and sober, and 
I suppose may be thought, for their number and rank, to be equally 
honest to any other sort of men ; and yet, by the discourse I have had 
with merchants in other countries, I find that they think, in those parts, 
they take a great liberty in their custom-house oaths, to that degree, 
that I remember I was once told, in a trading town beyond sea, of a 
master of a vessel, there esteemed a sober and fair man, who yet could 
not hold saying '* God forbid that a custom-house oath should be a 
sin.* I say not this to make any reflection upon a sort of men, that I 
think as uncorrupt as any other ; and who, I am sure, ought in Eng- 
land to be cherished and esteemed, as the most industrious and most 
beneficial of any of its subjects : but I could not forbear to give this 
here, as an instance how dangerous a temptation it is, to bring men 
customarily to swear, where they may have any concernment of their 
own. And it will always be worthy the care and consideration of law- 
makers, to keep up the opinion of an oath, high and sacred, as it ought 
to be, in the minds of the people : which can never be done, where 
frequency of oaths, biassed by interest, has established a neglect ot 
them ; and fashion (which it seldom fails to do) has given countenance 
to what profit rewards. 
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But that law cannot keep men from taking more use, than you see 
(the want of money being that alone which regulates its price) will per- 
haps appear, if we consider how hard it is to set a price upon wine, or 
silks, or other unnecessary commodities ; but how impossible it is to 
set a rate upon victuals, in a time of famine. For, money being an 
universal commodity, and as necessary to trade as food is to life, every 
body must have it, at what rate they can get it ; and unavoidably pay 
dear, when it is scarce ; and debts, no less than trade, have made bor- 
rowing in fashion. The bankers are a clear instance of this : for some 
years since, the scarcity of money having made it in England worth really 
more than six per cent, most of those that had not the skill to let it for 
more than six per cent, and secure themselves from the penalty of the 
law, put it in the bankers' hands, where it was ready at their call, when 
they had an opportunity of greater improvement. So that the rate you 
set, profits not the lenders, and very few of the borrowers who are fain 
to pay the price for money, that commodity would bear, were it left 
free ; and the gain is only to the banker. And should you lessen the 
use to four per cent, the merchant or tradesman that borrows, would 
not have it one jot cheaper than he has now ; but probably these two 
ill effects would follow: i. That he would pay dearer; and, 2. That 
there would be less money left in the country, to drive the trade. For 
the bankers, paying at most but four per cent and receiving from six 
to ten per cent, or more, at that low rate could be content to have more 
money lie dead by them, than now, when it is higher; by which means 
there would be less money stirring in trade, and a greater scarcity ; 
which would raise it upon the borrower, by this monopoly. And what 
a part of our treasure their skill and management, joined with others' 
laziness, or want of skill, is apt to draw into their hands, is to be known 
by those vast sums of money, they were found to owe, at shutting up 
of the Exchequer : and though it be very true, yet it is almost beyond 
belief, that one private goldsmith of London should have credit, upon 
his single security, (being usually nothing but a note, under one of his 
servant's hands) for above ;£ 1,100,000 at once. The same reasons, I 
suppose, will still keep on the same trade ; and, when you have taken 
it down by law, to that rate, no body will think of having more than 
fo»ir per cent of the banker ; though those, who have need of money, 
to employ it in trade, will not then, any more than now, get it under 
five or sis, or, as some pay, seven or eight And if they had then, 
when the law permitted men to make more * profit of their money, so 
large a proportion of the cash of the nation in their hands, who can 
think, but that, by this law, it should be more driven into Lombard- 
street now ? there being many now, who lend them at four or five per 
cent who would not lend to others at six. It would therefore, perhaps, 
bring down the rate of money to the borrower, and certainly distribute 
it better to the advantage of trade in the country, if the legal use were 
kept pretty near to the natural; (by natural use, I mean^hat of rate of 
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per cent, and the lender four : whereas now they divide the profit 
equally at six per cent. But this neither gets, nor loses, to the king^ 
dom, in your trade, supposing the merchant and lender to be botli. 
Englishmen : only it will, as I have said, transfer a third part of the 
moneyed man^s estate, who had nothing else to live on, into the 
merchant's pocket ; and that without any merit in the one, or trans- 
gression in the other. Private men's interests ought not thus to be 
neglected, nor sacrificed to any things but the manifest advantage of 
the publick. But, in this case, it will be quite the contrary. This loss 
to the moneyed man will be a prejudice to trade : since it will discour- 
age lending at such a disproportion of profit, to risque ; as we shall see 
more by and by, when we come to consider of what consequence it is 
to encourage lending, that so none of the money of the nation may lie 
dead, and thereby prejudice trade. 

4. It will hinder trade. For, there being a certain proportion of 
money, necessary for driving such a proportion of trade, so much 
money of this as lies still, lessens so much of the trade. Now it can- 
not be rationally expected, but that, where the venture is great, and 
the gains small (as it is in lending in England, upon low interest), 
many will chuse rather to hoard up their money than venture it abroad 
on such terms. This will be a loss to the kingdom, and such a loss as, 
here in England, ought chiefly to be looked after : for, we having no 
mines, nor any other way of getting, or keeping of riches amongst us, 
but by trade ; so much of our trade as is lost, so much of our riches 
must necessarily go with it ; and the over-balancing of trade, between 
us and our neighbours, must inevitably carry away our money ; and 
quickly leave us poor, and exposed. Gold and silver, though they serve 
for few, yet they command all the conveniences of life, and therefore 
in a plenty of them consists riches. 

Every one knows that mines alone furnish the3e : but withal it is 
observable, that most countries, stored with them by nature, are poor. 
The digging and refining of these metals taking up the labour, and 
wasting the number of the people. For which reason the wiSe policy 
of the Chinese will not suffer the mines they have to be wrought. 
Nor indeed, things rightly considered, do gold and silver, drawn out 
of the mine, equally enrich, with what is got by trade. He that would 
make the lighter scale preponderate to the opposite, will not so soon 
do it, by adding increase of new weight to the emptier, as if he took 
out of the heavier what he adds to the lighter, for then half so much 
will do it. Riches do not consist in having more gold and silver, but 
in having more in proportion than the rest of the world, or than our 
neighbours, whereby we are enabled to procure to ourselves a greater 
plenty of the conveniences of life, than comes within the reach of 
neighbouring kingdoms and states, who, sharing the gold and silver of 
the world in a less proportion, want the means of plenty and power, 



JOHN LOCKE ON THE VALUE OF MONEY. 227 

and so are poorer. Nor would they be one jot the richer, if, by the 
discovery of new mines, the quantity of gold and silver in the world 
becoming twice as much as it is, their shares of them should be 
doubled. By gold and silver in- the world, I must be understood to 
mean, not what lies hid in the earth, but what is already out of the 
mine, in the hands and possessions of men. This, if well considered, 
would be no small encouragement to trade, which is a surer and 
shorter way to riches, than any other, where it is managed with skill 
and industry. • 

In a country not furnished with mines, there arc but two ways of 
growing rich, either conquest, or commerce. ' By the first the Romans 
made themselves masters of the riches of the world ; but I think that, 
in our, present circumstances, nobody is vain enough to entertain a 
thought of our reaping the profits of the world with our swords, and 
making the spoil and tribute of vanquished nations, the fund for the 
supply of the charges of the government, with an overplus for Uie 
wants, and equally craving luxury, and fashionable vanity of the people. 

Commerce, therefore, is the only way left to us, either for riches, or 
subsistence : for this the advantages of our situation, as well as the 
industry and inclination of our people, bold and skilful at sea, do 
naturally fit us : by this the nation of England has been hitherto 
supported, and trade left almost to itself, and assisted only by the 
natural advantages above-mentioned, brought us in plenty and riches, 
and always set this kingdom in a rank equal, if not superior, to any of 
its neighbours ; iand would, no doubt, without any difficulty, have con- 
tinued it so, if the more enlarged, and better understood interest of 
trade, since the improvement of navigation, had not raised us many 
rivals ; and the amazing politics of some late reigns, let in other com- 
petitors with us for the sea, who will be sure to seize to themselves 
whatever parts of trade, our mismanagement, or want of money, shall 
let slip out of our hands ; and when it is once lost, it will be too late 
to hope, by a mistimed care, easily to retrieve it again. For the 
currents of trade, like those of waters, make themselves channels, out 
of which they are afterwards as hard to be diverted, as rivers that have 
worn themselves deep within their banks. 

Trade, then, is necessary to the producing of riches, and money 
necessary to the carrying on of trade. This is principally to be 
looked after, and taken care of ; for if this be neglected, we shall, in 
vain, by contrivances amongst ourselves, and shuffling the little money 
we have, from one another's hands, endeavour to prevent our wants : 
decay of trade will quickly waste all the remainder; and then the 
landed man, who thinks, perhaps, by the fall of interest to raise the 
value of his land, will find himself cruelly mistaken, when, the money 
being gone, (as it will be, if our trade be not kept up,) he can get 
neither farmer to rent, nor purchaser to buy his land. Whatsoever, 

lS-2 
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therefore, hinders the lending of money, injures trade ; and so tKe 
reducing of money to four per cent, which will discourage men from 
lending, will be a loss to the kingdom, in stopping so much of the 
current of money, which turns the wheels of trade. But all this upon 
a supposition that the lender and borrower are both Englishmen, 

If the lender be a foreigner, by lessening interest from six to four, 
you get to the kingdom one third part of the interest we pay yearly to 
foreigners : which let any one, if he please, think considerable. But 
then, upon lessening interest to four per cent, it is likely one of these 
things will happen : that either you fall the price of your native com- 
modities, or lessen your trade, or dse prevent not the high use, as you 
intended For, at the time of lessening your interest, you want 
money for your trade, or you do not If you do not, there is no need 
to prevent borrowing at a high rate of your neighbours. For no 
country borrows of its neighbours, but where there is need of money 
for trade : nobody will borrow more of a foreigner to let it lie still. 
And, if you do want money, necessity will still make you borrow where 
you can, and at the rates your necessity, not your laws, shall set : or 
else, if there be a scarcity of money, it must hinder the merchant's 
buying and exportation, and the artisan's manufacture. Now the 
kingdom gets, or loses by this (for no question the nierchant, by low 
interest, gets all the while) only proportionably (allowing the con- 
sumption of foreign commodities to be stiH the same) as the paying of 
use to foreigners carries away more, or less, of our money, than want 
of money, and stopping our trade keeps us from bringing in, by hin- 
dering our gains, which can be only estimated by those, who know how 
much money we borrow of foreigners, and at what rate ; and, too, what 
profit in trade we make of that money. 

Borrowing of foreigners upon interest, it is true, carries away some 
of our gain : but yet, upon examination it will be found, that our grow- 
ing rich, or poor, depends not at all upon our borrowing upon interest, 
or not ; but only, which is greater or less, our importation, or exporta- 
tion of consumable commodities. For, supposing two millions of money 
will drive the trade of England, and that we have money enough of 
our own to do it ; if we consume of our own product and manufacture, 
and what we purchase by it of foreign commodities, one million, but 
of the other million consume nothing, but make a return of ten per 
cent, per annum, we must then every year be ;^ 100,000 richer, and our 
stock be so much increased : but, if we import more consumable comr 
modities, than we export, our money must go out to pay for them, and 
we grow poorer. Suppose, therefore, ill husbandry hath brought us to 
one million stock, and we borrow the other million (as we must, or lose 
half our trade) at six per cent. If we consume one moiety, and make 
still ten per cent per annum return of the other million, the kingdom 
getS;j4o,ooo per annum, though it pay ;^6o,ooo per annum use. So 
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that, if the merchant's return be more than his use, (which it is certain 
it is, or else he will not trade) and all that is so traded for, on borrowed 
money, be but the over-balance of our exportation to our importation ; 
the kingdom gets, by this borrowing, so much as the merchant's gain 
is above his use. But, if we borrow only for our own expenses, we 
grow doubly poor, by paying money for the commodity we consume, 
and use for that money ; though the merchant gets all this: while, by 
making returns greater than his use. And therefore, borrowing of 
foreigners, in itself, makes not the kingdom rich, or poor ; for it may 
do either : but spending more than our fruits, or manufactures will pay 
for, brings in poverty, and poverty borrowing. 

For money as necessary to trade, may be doubly considered, i. As 
in his hands that pays the labourer and landholder, (for here its mo- 
tion terminates, und through whose hands soever it passes between . 
these, he is but a broker) and if this man want money (as for example, 
the clothier) the manufacture is not made ; and so the trade stops, 
and is lost. Or, 2, Money may be considered as in the hands of the 
consumer, under which name I here reckon the merchant who buys 
the commodity, when made to export, and if he want money the value 
of the commodity made, is lessened, and so the kingdom loses in the 
price. If therefore, use be lessened, and you cannot tie foreigners to 
your terms, then the ill effects fall only upon your landholders and 
artizans ; if foreigners can be forced, by your law, to lend you money, 
only at your own rate, or not lend at all, is it not more likely they will 
rather take it home, and think it safer in their own country at four per 
cent, than abroad, in a decaying country ? Nor can their overplus of 
money bring them to lend to you, on your terms : for, when your mer- 
chants' want of money shall have sunk the price of your market, a 
Dutchman will find it more gains, to buy your commodity himself, than 
lend his money at four per cent, to an English merchant to trade with. 
Nor will the act of navigation hinder their coming, by making them 
come empty, since even already there are those who think, that many, 
who go for English merchants, are but Dutch factors, and trade for 
others in their own names. The kingdom, therefore, wifi lose by this 
lowering of interest, if it makes foreigners withdraw any of iheir money, 
as well as if it hinders any of your people from lending theirs, where 
trade has need of it. 

In a treatise, writ on purpose for the bringfing down of interest, I find 
this argument, of foreigners calling away their money, to the prejudice 
of our trade, thus answered. * That the money of foreigners, is not 

* brought into the land by ready coin, or bullion, but by goods, or bills 

* of exchange, and, when it is paid, must be returned by goods, or bills 

* of exchange ; and there will not be the less money in the land.' I 
could not but wonder to see a man, who undertook to write of money 
and interest, talk so directly beside the matter, in the business of trade. 
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* Foreigner's money/ he says, * is not brought into the land by ready 

* coin, or bullion, but by goods, or bills of exchange.' How then do we 
come by bullion, or money ? For gold grows not, that I know, in. our 
country, and silver so little, that one hundred thousandth part of tlie 
silver we have now in England, was not drawn out of any mines in this 
island. If he means that the monied man in Holland, who puts out 
his money at interest here, did not send it over in bullion, or specie 
hither ; that may be true, or false : but either way helps not that au- 
thor's purpose. For, if he paid his money to a merchant, his neigh- 
bour, and took his bills for it here in England, he did the same 'thing-, 
as if he had sent over that money ; since he does but make that mer- 
chant leave in England the money, which he has due to him there, and 
otherwise would carry away. * No,' says our author, * he cannot carry 

* it away ; for,* says he, 'when it is paid, it must be returned by goods, 

* or bills of exchange.' It must not be paid and exported in ready 
money, so says our law indeed, but that is a law to hedge in the cuckoo, 
and serves to no purpose. For, if we export not goods, for which our 
merchants have money due to them in Holland, how can it be paid by 
bills of exchange ? And for goods, £iQO worth of goods can no where 
pay ;£2oo in money. This being that which I find many men deceive 
themselves with, in trade, it may be worth while to make it a little 
plainer. 

Let us suppose England peopled, as it is now ; and its woollen ma- 
nufacture in the same state and perfection, that it is at present ; and 
that we, having no money at all, trade with this our woollen manufac- 
ture, for the value of ;^2oo,ooo yearly to Spain, where there actually is 
a million in money : farther, let us suppose that we bring back from 
Spain yearly in oil, wine, and fruit, to the value of ;^ 100,000, and con- 
tinue to do so this ten years together : it is plain that we have had for 
our two millions value in woollen manufacture, carried thither, one 
million returned in wine, oil, and fruit : but what is become of the 
other million ? Will the merchants be content to lose it ? That you 
may be sure they would not, nor have traded on, if they had not, every 
year, returns made, answering their exportation. How then were the 
returns made ? In money it is evident. For the Spaniards having, in 
such a trade, no debts, nor the possibility of any debts in England, 
cannot pay one farthing of that other million, by bills of exchange : 
and having no commodities, that we will take off, above the value of 
3^100,000 per annum, they cannot pay us in commodities. From 
whence it necessarily follows, that the ;^ 100,000 per annum, wherein 
we over-balance them in trade, must be paid us in money ; and so, at 
the ten years end, their million of money, (though their law make it 
death to export it) will be all brought into England ; as, in truth by 
this over-balance of trade, the greatest part of our money hath been 
brought into England, out of Spain. 
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Let us suppose ourselves now possessed of this million of money ; ' 
and exporting yearly out of England, to the several parts of the world, 
consumable commodities, to the value of a million, but importing 
yearly in commodities, which we consume amongst us, to the value ojf 
;£ 1, 100,000. If such a trade as this be managed amongst us, and con- 
tinue ten years, it is evident, that our million of money will at the end 
of the ten years, be inevitably all gone from us to them, by the same 
way that it came to us ; that is, by their over-balance of trade : for we, 
importing every year ^100,000 worth of commodities, more than we 
export, and there being no foreigners that will give us ;^ 100,000 every 
year for nothing, it is unavoidable, that ;^ 100,000 of our money must 
go out every year, to pay for that over-plus, which pur commodities do 
not pay for. It is ridiculous to say, that bills of exchange shall pay 
our debts abroad : that cannot be, till scrips of paper can be made 
current coin. The English merchant who has no money owing him 
abroad, cannot expect to have his bills paid there. Or, if he has credit 
enough with a correspondent, to have his bills answered ; this pays 
none of the debt of England, but only changes the creditor. And if, 
upon the general balance of trade, English merchants owe to foreigners 
;^ 1 00,000, or a million ; if commodities do not, our money must go out 
to pay it, or else our credit be lost, and our trade stop, and be lost too. 

A kingdom grows rich, or poor, just as a farmer doth, and no other- 
wise. Let us suppose the whole island of Portland one farm ; and that 
the owner besides what serves his family, carries to market to Wey- 
mouth and Dorchester, &c. cattle, corn, butter, cheese, wool or cloth, 
lead and tin, all commodities, produced and wrought within his farm 
of Portland, to the value of ;^iooo yearly ; and for this brings home 
in salt, wine, oil, spice, linen, and silks, to the value of ;^90o, and the 
remaining ;£ioa in money. It is evident he grows every year ;^ 100 
richer, and so at the end of ten years will have clearly got ;£iooo. 
If the owner be a better husband, and contenting himself with his na- 
tive commodities, buy less wine, spice, and silk, at market, and so 
bring home £^00 in money yearly, instead of £1000 \ at the end of 
ten years, he will have £^000 by him, and be so much richer. He 
dies, and his son succeeds, a fashionable young gentleman, that cannot 
dine without champagne and Burgundy, nor sleep buf in a damask 
bed ; whose wife must spread a long train of brocard, and his children 
be always in the newest French cut and stuff. He, being come to the 
estate, keeps on a very busy family ; the markets are weekly frequented, 
and the commodities of his farm carried out, and sold, as formerly, but 
the returns are made something different ; the fashionable way of eat- 
ing, drinking, furniture, and clothing, for himself and family, requires 
more sugar and spice, wine and fruit, silk and ribbons, than in his fa* 
ther's time ; so that instead of ;£9oo per annum, he now brings home 
of consumable commodities, to the value of ;^i 100 yearly. What comes 
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of this ? He lives in splendour, it is true, but this unavoidably carries 
away the money his father got, and he is every year £ioo poorer. 
To his expences, beyond his income, add debauchery, idleness, and 
quarrels amongst his servants, whereby his manufactures are disturbed, 
and his business neglected, and a general disorder and confusion 
through his whole family and farm : this will tumble him down the hill 
the faster, and the stock, which the industry, frugality, and good order 
of his father had laid up, will be quickly brought to an end, and he fast 
in prison. A farm and a kingdom in this respect differ no more, than 
as greater or less. We may trade, and be busy, and grow poor by it, 
unless we regulate our expences ; if to this we are idle, negligent, dis- 
honest, malicious, and disturb the sober and industrious in their busi- 
ness, let it be upon what pretence it will, we shall ruin the faster. 

So that, whatever this author, or any one else may say, money is 
brought into England, by nothing but spending here less of foreign 
commodities, than what we carry to market, can pay for ; nor can 
debts, we owe to foreigners, be paid by bills of exchange, till our com- 
modities exported, and sold beyond sea, have produced money, or 
debts, due there to some of our merchants. For nothing will pay debts, 
but money, or money's worth, which three or four lines writ in paper, 
cannot be. If such bills have an intrinsick value, and can serve in- 
stead of money, why do we not send them to market, instead of our 
cloth, lead and tin, and at an easier rate purchase the commodities we 
want ? All, that a bill of exchange can do, is to direct to whom money 
due, or taken up upon credit, in a foreign country, shall be paid ; and 
if we trace it, we shall find, that what is owing already, became so for 
commodities, or money carried from hence : and, if it be taken upon 
credit, it must (let the debt be shifted from one creditor to another, as 
often as you will) at last be paid by money or goods, caiTied from 
hence; or else the merchant here must turn bankrupt 

We have seen how riches and money are got, kept or lost, in any 
country ; and that is by consuming less of foreign commodities, than 
what by commodities, or labour, is paid for. This is in the ordinary 
course of things : but where great armies and alliances are to be main- 
tained abroad, by supplies sent out of any country, there often, by a 
shorter and more sensible way, the treasure is diminished. But this, 
since the holy war, or at least since the improvement of navigation 
and trade, seldom happening to England, whose princes have found 
the enlarging their power by sea, and the securing our navigation and 
trade, more the interest of this kingdom than wars, or conquests, on 
the continent : expences in arms beyond sea, have Jiad little influence 
on our riches or poverty. The next thing to be considered, is, how 
money is necessary to trade. 

The necessity of a certain proportion of money to trade (I conceive) 
lies in this, that money, in its circulation, driving the several wheels of 
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trade, whilst it keeps in that channel (for some of it will unavoidably 
be drained into standing pools) is all shared between the landholder, 
whose land affords the ' materials ; the labourer, who works them ; the 
broker i»e, the merchant and shopkeeper, who distributes them to those 
that want them ; and the consumer who spends them. Now money is 
necessary to all these sorts of men, as serving both for counters and 
for pledges, and so carrying with it even reckoning, and security, that 
he, that receives it, shall have the same value for it again, of other 
things that he wants, whenever he pleases. The one of these it does 
by its stamp and denomination; the other by its intrinsick value, which 
is its quantity. 

For mankind, having consented to put an imaginary value upon gold 
and silver, by reason of their durableness, scarcity, and not being very 
liable to be counterfeited ; have made them, by general consent, the 
common pledges, whereby men are assured, in exchange for them, to 
receive equally valuable things, to those they parted with, for any quan- 
tity of these metals. By which means it comes to pass, that the in- 
trinsic value, regarded in these metals, made the common barter, is 
nothing but the quantity, which men give or receive of them. For 
they having, as money, no other value, but as pledges to procure what 
one wants, or desires ; and they procuring what we want, or desire, 
only by their quantity, it is evident, that the intrinsic value of silver, 
and gold, used in commerce, is nothing but their quantity. 

The necessity, therefore, of a proportion of money to trade, depends 
on money, not as counters, for the reckoning may be kept, or trans- 
ferred by writing ; but on money as a pledge, which writing cannot 
supply the place of; since the biU, bond, or other note of debt, I re- 
ceive from one man, will not be accepted as seciu-ity by another, he 
not knowing that the bill, or bond is true or legal, or that the man, 
bound to me is honest, or responsible ; and so is not valuable enough 
to become a current pledge, nor can by public authority, be well made 
so, as in the case of assigning of bills. Because a law cannot give to 
bills that intrinsick value, which the universal consent of mankind has 
annexed to silver and gold. And hence foreigners can never be 
brought to take your bills or writings, for any part of payment, though 
perhaps, they might pass as valuable considerations among your own 
people, did not this very much hinder it, viz. That they are liable to 
unavoidable doubt, dispute and counterfeiting, and require other proofs, 
to assure us that they are true and good security, than our eyes, or a 
touchstone. And at best, this course, if practicable, will not hinder 
us from being poor ; but may be suspected to help to make us so, by 
keeping us from feeling our poverty, which, in distress, will be sure to 
find us with greater disadvantage. Though it be certain it is better 
than letting any part of our trade fall for want of current pledges ; and 
better too than borrowing money of our neighbours upon use, if this 
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way of assigning bills can be made so easy, safe, and universal at 
home, as to hinder it. 

To return to the business in hand, and shew the necessity of a pro- 
portion of money to trade. Every man must have at least so much 
money, or so timely recruits, as may in hand, or in a short distance of 
time, satisfy his creditor who supplies him with the necessaries of life, 
or of his trade. For no body has any longer these necessary supplies, 
than he has money or credit, which is nothing else but an assurance 
of money, in some short time. So that it is requisite to trade, that 
there should be so much money, as to keep up the landholder's, la- 
bourer's, and broker's credit : and therefore ready money must be con- 
stantly exchanged for wares and labour, or follow within a short time 
after. 

This shews the necessity of some proportion of money to trade : but 
what proportion that is, is hard to determine ; because it depends not 
barely on the quantity of money, but the quickness of its circulation. 
The very same shilling may, at one time, pay twenty men in twenty 
days : at another, rest in the same hands one hundred days together. 
This makes it impossible exactly to estimate the quantity of money 
needful in trade ; but to make some probable guess, we are to consi- 
der, how much money it is necessary to suppose must rest constantly 
in each man's hands, as requisite to the carrying on of trade. 

I. Therefore, the labourers, living generally but from hand to mouth ; 
and, indeed, considered as labourers in order to trade, may well enough 
carry on their part, if they have but money enough to buy victuals, 
cloaths, and tools : all which may very well be provided, without any 
great sum of money, lying still in their hands. The labourers, there- 
fore, being usually paid once a week, (if the times of payment be sel- 
domer, there must be more money for the carrying on this part of 
trade) we may suppose there is constantly amongst them, one with an- 
other, or those who are to pay them, always one week's wages in ready 
money. For it cannot be thought, that all, or most of the labourers 
pay away all their wages constantly, as soon as they receive it, and live 
upon trust till next pay-day. This the farmer and tradesman could 
not well bear, were it every labourer's case, and every one to be trusted; 
and, therefore, they must, of necessity keep some money in their hands, 
to go to market for victuals, and to other tradesmen as poor as them- 
selves, for tools ; and lay up money too to buy cloaths, or pay for those 
they bought upon credit. Which money, thus necessarily resting in 
their hands, we cannot imagine to be, one with another, much less than 
a week's wages, that must be in their pockets, or ready in the farmer's 
hands. For he, who employs a labourer at a shilling per day, and pays 
him on Saturday nights, cannot be supposed constantly to receive that 
six shillings, just the same Saturday: it must ordinarily be in his hands 
one time with another, if not a whole week, yet several days before. 
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This was the ordinary course^ whilst \Ve had money rtiniiihg, iti the 
several channels of commerce : but that now very much failing, and 
the farmer, not having money to pay the labourer, supplies him with 
com, which, in this great plenty, the labourer will have at his own rate, 
or else not take it off his hands for wages. And as for the workmen, who 
are employed in our manufactures, especially the woollen one, these 
the clothier, not having ready money to pay, furnishes with the neces- 
saries of life, and so trucks commodities for work ; which, such as they 
are, good, or bad, the workman must take at his master's rate, or sit 
still and starve : whilst by this means, this new sort of ingrossers, or 
forestallers, having the feeding and supplying this numerous body of 
workmen out of their warehouses, (for they have now magazines of all 
sorts of wares) set the price upon the poor landholder. So that the 
markets, now being destroyed, and the farmer not finding vent there 
for his butter, cheese, bacon and corn, &c. for which he was wont to 
bring home ready money, must sell it to these ingrossers, on their own 
terms of time and rate ; and allow it to their own day-labourers, un- 
der the true market-price. What kind of influence this is like to have 
upon land, and how this way rents are like to be paid at quarter-day, 
is easy to apprehend : and it is no wonder to hear every day, of farmers 
breaking and running away. For, if they cannot receive money for 
their goods at market, it will be impossible for them to pay their land- 
lord's rent. If any one doubt whether this be so, I desire him to en- 
quire how many farmers in the west are broke, and gone, since 
Michaelmas last. Want of money, being to this degree, works both 
ways upon the landholder. For, first, the ingrossing forestaller lets not 
the money come to market ; but supplying the workman, who is em- 
ployed by him in manufacture, with necessaries, imposes his price, and 
forbearance on 'the farmer, who cannot sell to the others. And the la- 
bourer who is employed by the landholder in husbandry, imposes also 
his rate on him, for the commodities he takes. For there being a want 
of day-labourers in the country, they must be humoured, or else they 
will neither work for you, nor take your commodities for their labour. 

II. As for the landholder, since his tenants cannot coin their rent 
just at quarter-day, but must gather it up by degrees, and lodge it with 
them till pay-day ; or borrow it of those, who have it lying by them, or 
do gather it up by degrees, which is the same thing, and must be neces- 
sarily so much money for some time lying stilL For all that is paid 
in great sums, must somewhere be gadierM up by the retail incomes 
of trade, or else lie still tog in great sums, which is the same stop of 
money, or a greater. Add to this, that to pay the creditor, that lent 
him his rent, he must gather up money by degrees, as the sale of his 
commodities shall bring it in, and so makes a greater stop, and greater 
want of money : since the borrowed money that paid the landholder 
the 25th of March, must be supposed to lie still some time, in the ere- 
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ditor's hand, before he lent it the tenant ; and the money that pays the 
creditor three months after, must lie still some time in the tenant's. 
Nor does the landlord pay away his rent usually, as soon as he re- 
ceives it, but by degrees, as his occasions call for it All this consi- 
dered, we cannot but suppose, that between the landlord and tenant, 
there must necessarily be at least a quarter of the yearly revenue of 
the land, constantly in their hands. Indeed considering that most 
part of the rents of England are paid at Lady-day and Michaelmas, 
and that the same money, which pays me my rent from my tenant the 
25th of March, or thereabouts, cannot pay my next neighbour his rent 
from his tenant at the same time, much less one more remote in an- 
other country, it might seem requisite to suppose half the yearly re- 
venue of the land to be necessarily employed in paying of rent. For 
to say that some tenants break, and pay not their rent at all, - and 
others pay not till two, three, four, five, six, &c. months after quarter- 
day, and so the rent is not all paid at one time, is no more than to say, 
that there is money wanting to the trade. For, if the tenant fail the 
landlord, he must fail his creditor, and he his, and so (Mi, till somebody 
break, and so trade decay, for want of money. But since a considerable 
part of the land of England is in the owners' hands, who neither pay 
nor receive great sums for it at a certain day ; because too, (which is 
the chief reason) we are not to consider here, how much money is in 
any one man's, or any one sort of men's hands, at one time ; for that 
at other times may be distributed into other hands, and serve other 
parts of trade; but how much money is necessary -to be in each man's 
hands all the year round, taking one time with another, i, e. having 
three hundred pounds in his hand one month, is to be reckoned as one 
hundred pounds in his hand three months, (and so proportionably) I 
think we may well suppose a quarter of the yearly revenue to be con- 
stantly in the landlord's, or tenant's hands. 

Here, by the by, we may observe, that it were better for trade, and 
consequently for every body, (for more money would be stirring, and 
less would do the business) if rents were paid by shorter intervals 
than six months. For, supposing I lett a farm at £l^ per annum, 
if my rent be paid half yearly, there is required ;^26 to be employed 
in the payment of it in one entire sum, (if it be paid well, and if it be 
not paid well, for want of so much money to be spared to that purpose, 
there is so much want of money, and trade is still endamaged by it) 
a great part whereof must necessarily lie still, before it come out of my 
tenant's chest to my hands ; if it be paid once a quarter, ;^I3 alone 
will do it, and less money is laid up for it, and stopped a less while in 
its course : but, should it be paid every week, one single 20s. will 
pay the rent of £11 per annum, whence would follow this double 
benefit, i. That a great deal less money would serve for the trade of 
\ country. And, 2. That less of the money would lie still ; the con- 
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trary whereof must needs happen, where growing debts are to be paid 
at larger distances, and in greater sums. 

III. As for the brokers, since they too must lay up the money, com- 
ing in by retail, either to go to market, and buy wares, or to pay at the 
day appointed, which is often six months, for those wares which they 
have ahready ; we cannot suppose them to have less by them, one with 
another, than one twentieth part of their yearly returns. Whether the 
money be their own, or they be indebted so much, or more, it matters 
not, if it be necessary they should have constantly by them, compar- 
ing one time with another, at least one twentieth part of then: yearly 
return. 

Indeed, in some great towns, where the bankers are ready at hand 
to buy bills, or any other way to lend money, for short time at great 
interest, there perhaps the merchant is not forced to keep so much 
money by him, as in other places, where they have not such a supply ; 
but if you consider what money to do this must necessarily be con- 
stantly lodged in the banker's hands, the case will be much the same. 

To these sums, if you add, what part of the mpney of a country, 
scholars of all sorts, women, gamesters, and great men's menial ser- 
vants, and all such that do not contribute at all to trade, either as 
landholders, labourers, or brokers, will unavoidably have constantly in 
their hands ; it cannot well be thought, that less than one fiftieth part 
of the labourer's wages, one fourth part of the landholder's yearly 
revenue, and one twentieth part of the broker's yearly returns in ready 
money, will be enough to drive the trade of any country. At least to 
put it beyond exception low enough, it cannot be imagined that less 
than one moiety of this, i,e, less than one hundredth part of the 
labourer's yearly wages, one eighth part of the landholder's yearly 
revenue, and one fortieth part of the broker's yearly returns, in ready 
money, can be enough to move the several wheels of trade, and keep 
up commerce, in that life and thriving posture it should be ; and how 
much the ready cash of any country is short of this proportion, so 
much must the trade be impaired and hindered for want of money. 

But however these measures may be mistaken, this is evident, that 
the multiplying of brokers hinders the trade of any country, by 
making the circuit, which the money goes, larger ; and in that circuit 
more stops, so that the returns must necessarily be slower and scantier, 
to the prejudice of trade : besides that, they eat up too great a share 
of the gains of trade : by that means starving the labourer, and im- 
poverishing the landholder, whose interest is chiefly to be taken care 
of, it being a settled, unmoveable concernment in the commonwealth. 

If this be so, it is past question, that all encouragement should be 
given to artificers ; and things so ordered, as much as might be, that 
those, who make, should also vend and retail out of their own com- 
modities, and they be hindered, as much as possible, from passing 
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here at home, through divers hands to the last buyer. Lazy anc 
unworking shopkeepers in this being worse than gamesters, tha,t the} 
do not only keep so much of the money of a country constantly Id 
their hands, but also make the publick pay them for their keeping of 
it. Though gaming, too, upon the account of trade (as well as other 
reasons) may well deserve to be restrained ; since gamesters, in order 
to their play, keep great sums of money by them, which there lies 
dead. For, though gamester's money shift masters oftener than any, 
and is tumbled up and down with every cast of a die, yet, as to the 
publick, it lies perfectly still, and no more of it comes into trade, than 
they spend in eating, or wearing. 

Here, too, we may observe, how much manufacture deserves to be 
encouraged ; since that part of trade, though the most considerable, 
is driven with the least money, especially if the workmanship be more 
worth than the materials. For to tiie trade that is driven by labour 
and handicraftsmen, one two-and-fiftieth part of the yearly money paid 
them will be sufficient : but to a trade of our commodities, of our bar^ 
native growth, much greater proportion of money is required. 

Perhaps it will be wondered, why, having given some estimate (how 
wide I know not) of the money, necessary in the hands of the land- 
holder, labourer, and broker, to carry on trade, I have said nothing of 
the consumer, whom I had mentioned before. To this I answer, 
there are so few consumers, who are not either labourers, brokers, or 
landholders, that they make a very inconsiderable part in the account 
For those, who immediately depend on the landholder, as his children 
and servants, come in under that title, being maintained by the rent 
of his lands ; and so of the rest 

By what has been said, we may see what injury the lowering of 
interest is like to do us, by hindering trade, when it shall either make 
the foreigner call home his money, or your own people backward to 
lend, the reward not being judged proportionable to the risque. 

There is another seeming consequence, of the reducing of money to 
a low price, which at first sight has such an appearance of truth in 
it, that I have known it to impose upon very able men, and I guess it 
has no small influence, at this time, in the promoting this alteration ; 
and that is, that the lowering of interest will raise the value of all 
other things in proportion. For money being the counter-balance to 
all other things purchaseable by it, and lying, as it were, in the oppo- 
site scale of commerce, it looks like a natural consequence, that as 
much as you take off from the value of money, so much you add to 
the price of other things which are exchanged for it ; the raising of 
the price of any thing being no more but the addition to its value in 
respect of money, or, which is all one, lessening the value of money. 
For example : should the value of gold be brought down to that of 
silver, one hundred guineas would purchase little more com, wool, or 
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land, than one hundred shillings ; and so, the value of money being 
brought lower, say they, the price of other things will rise, and the 
falling of interest from six pounds to four pounds per cent is taking 
away so much of the price of money, and so consequently the lessen- 
ing its value. 

The mistake of this plausible way of reasoning will be easily dis- 
covered, when we consider that the measure of the value of money, 
in proportion to anything purchaseable by it, is the quantity of the 
ready money we have in comparison with the quantity of that thing, 
and its vent ; or, which amounts to the same thing, the price of any 
commodity rises or falls, by the proportion of the number of buyers 
and sellers : this rule holds universally in all things that are to be 
bought and sold, bating now and then an extravagant fancy of some 
particular person, which never amounts to so considerable a part of 
trade, as to make anything in the account, worthy to be thought an 
exception to this rule. 

The vent of anything depends upon its necessity or usefulness ; as 
convenience, or opinion, guided by fancy, or fashion, shall determine. 

The vent of any commodity comes to be increased, or decreased, as 
a greater part of the running cash of the nation is designed to be laid 
out, by several people at the same time, rather in that, than another ; 
as we see in the change of fashions. 

I shall begin first with the necessaries, or conveniences of life, and 
the consumable commodities subservient thereunto ; and shew, that 
the value of money, in respect of those, depends only on the plenty, 
or scarcity of money, in proportion to the plenty and scarcity of those 
things ; and not on what interest shall, by necessity, law, or contract, 
be at that time laid on the borrowing of money : and then afterwards 
I shall shew that the same holds in land. 

There is nothing more confirmed, by daily'experience, than that men 
give any portion of money, for whatsoever is absolutely necessary, 
rather than go without it And in such things, the, scarcity of them 
alone makes their prices. As, for example :. let us suppose half an 
ounce of silver, or half a crown now in England, is worth a bushel of 
wheat : but should there be next year a great scarcity of wheat in 
England, and a proportionable want of all other food, five ounces of 
silver would, perhaps, in exchange purchase but one bushel of wheat : 
so that money would be then nine-tenths less worth in respect of food, 
though at the same value it was before, in respect of other things, 
that kept their former proportion, in their quantity and consumption. 

By the like proportions, of increase and decrease, does the value of 
things, more or less convenient, rise and fall, in respect of money ; 
only with this difference, that things absolutely necessary for life 
must be had at any rate ; but things convenient will be had only as 
they stand in preference with other conveniences : and therefore in 
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any one of these commodities, the value rises only as its quantity i 
less, and vent greater, which depends upon its being preferred to othe 
things, in its consumption. For supposing that, at the same tim< 
that there is a great scarcity of wheat, and other grain, there was 2 
considerable quantity of oats, men, no question, would give far mon 
for wheat than oats, as being the healthier, pleasanter, and more con- 
venient food : but, since oats would serve to supply that absolute 
necessity of sustaining life, men would not rob themselves of all other 
conveniences of life, by paying all their money for wheat, when oats, 
that are cheaper, though with some inconvenience, would supply that 
defect It may then so happen at the same time, that half an ounce 
of silver, that the year before would buy one bushel of wheat, will 
this year buy but one tenth of a bushel : half an ounce of silver, that 
the year before would have bought three bushels of oats, will this year 
still buy one : and at the same time half an ounce of silver, that 
would the year before have bought fifteen pounds of lead, will still 
buy the same quantity. So that at the same time silver, in respect of 
wheat, is nine- tenths less worth than it was, in respect of oats two 
thirds less worth, and in respect of lead as much worth as before. 

The fall, therefore, or rise of interest, making immediately, by its 
change, neither more, nor less land, money, or any sort of commodity 
in England, than there was before, alters not at all the value of money, 
in reference to commodities. Because the measure of that is only 
the quantity and vent, which are not immediately changed by the 
change of interest. So far as the change of interest conduces, in 
trade, to the bringing in, or carrying out money, or commodities, and 
so in time to the varying their proportions here in England, from 
what it was before ; so far the change of interest, as all other things 
that promote, or hinder trade, may alter the value of money, in refe- 
rence to commodities. But that is not in this place to be considered. 

This is perfectly the value of money, in respect of consumable com- 
modities : but the better to understand it, in its full latitude, in respect 
both of consumable commodities, and land too, we must consider, 
first, That the value of land consists in this, that, by its constant pro- 
duction of saleable commodities, it brings in a certain yearly income. 
Secondly, The value of commodities consists in this, that as portable i 
and useful things, they, by their exchange or consumption, supply the 
necessaries, or conveniences of life. Thirdly, In money there is a I 
double value, answering to both of these, first, as it is capable, by its 
interest, to yield us such a yearly income : and in this it has the 
nature of land, (the income of one being called rent, of the other use) 
only with this difference, that the land, in its soil being different, as 
some fertile, some barren, and the products of it very various, both in 
their sorts, goodness, and vent, is not capable of any fixed estimate by 
its quantity : but money being constantly the same, and by its interest 
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giving the same sort of product, through the whole country, is capable 
of having a fixed yearly rate set upon it by the magistrate ; but land 
is not. But though, in the uniformity of its legal worth, one hundred 
poimds of lawful money being all through England equal in its cur- 
rent value, to any other one hundred pounds of lawful money, (because 
by virtue of the law it will everywhere pass for as much ware, or debt, 
as any other hundred pounds,) is capable to have its yearly hire valued 
better than land : yet in respect of the varying need, and necessity 
of money, (which changes with the increase, or decay of money, or 
trade, in a country,) it is as little capable to have its yearly hire fixed 
by law, as land itself. For were all the land in Rumney-marsh, acre 
for acre, equally good, that is, did constantly produce the same quan- 
tity of equally good hay, or grass, one as another, the rent of it, under 
that consideration, of every acre being of an equal worth, would be 
capable of being regulated by law ; and one might as well enact, that 
no acre of land in Rumney-marsh shall be lett for above forty shil- 
lings per annum, as that no hundred pounds shall be lett for above 
four pounds per annum. But nobody can think it fit (since by reason 
of the equal value of that land it can) that therefore the rent of the 
land in Rumney-marsh should be regulated by law. For supposing all 
the land in Rumney-mai*^, or in England, were all of so equal a 
worth, that any one acre, compared at the same time to any one other, 
were equally good, in respect of its product ; yet the same acre, com- 
pared with itself in different times, would not, in respect of rent, be of 
equal value. And therefore, it would have been an unreasonable 
thing, if in the time of Henry VII. the rent of land in Rumney-marsh 
had been settled by a law, according to the judged value of it at that 
time, and the same law, limiting the rent perhaps to ss. per acre, have 
continued still. The absurdity and impraticableness of this every one 
sees, at the first proposal, and readily concludes within himself, that 
things must be left to find their own price ; and it is impossible, in 
this their constant mutability, for human foresight to set rules and 
bounds to their constantly varying proportion and use, which will 
always regulate their value. 

They, who consider things beyond their names, will find, that 
money, as well as all other commodities, is liable to the same changes 
and inequalities : nay, in this respect of the variety of its value, brought 
in by time, in the succession of affairs, the rate of money is less 
capable of being regulated by a law, in any country, than the rent oi 
land. Because, to the quick changes, that happen in trade, this too 
must be addfid, that money may be brought in, or carried out of the 
kingdom, which land cannot ; and so that be truly worth six or eight 
per cent, this year, which. would yield about four the last. 

2. Money has a value, as it is capable, by exchange^^to procure us 
the necessaries, or conveniences of life, and in this it has the nature 6f 

i6 
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a commodity ; only with this difference, that it serves us commonly by 
its exchange, never almost by its consumption. But though the use 
men make of money be not in its consumption, yet it has not at all a 
more standing, settled value, in exchange with any other thing, than 
any other commodity has ; but a more known one, and better fixed by 
name, number, and weight, to enable us to reckon what the proportion 
of scarcity and vent of one commodity is to another. For supposing, 
as before, that half an ounce of silver would last year exchange for one 
bushel of wheat, or for 15 lb. weight of lead ; if this year wheat be ten 
times scarcer, and lead in the same quantity to its vent, as it was, is it 
not evident, that half an ounce of silver will still exchange for 15 lb. of 
lead, though it will exchange but for one tenth of a bushel of wheat ? 
and he that has use of lead will as soon take 15 lb. weight of lead, as half 
announce of silver, for one tenth of a bushel of wheat, and no more. 
So that if you say, that money now is nine tenths less worth than it 
was the former year, you must say so of lead too, and all other things, 
that keep the same proportion to money which they had before. The 
variation, indeed, is first and most taken notice of in money : because 
that is the universal measure, by which people reckon, and used by 
everybody in the valuing of all things. For calling that half ounce of 
silver half a crown, they speak properly, an€ are readily understood, 
when they say half a crown, or two shillings and six-pence, will now 
buy one tenth of a bushel of wheat, but do not say, that 15 lb. of lead 
will now buy one tenth of a bushel of wheat, because it is not generally 
used to this sort of reckoning : nor do they say, lead is less worth than 
it was, though, in respect of wheat, lead, as well as silver, be nine 
tenths worse than it was, as well as silver ; only by the tale of shillings, 
we are better enabled to judge., of it : because these are measures, 
whose ideas by constant use are settled in every Englishman's mind. 

This, I suppose, is the true value of money, when it passes from one 
to another, in buying and selling ; where it runs the same changes of 
higher, or lower, as any other commodity doth : for one equal quantity 
whereof, you shall receive in exchange more, or less of another com- 
modity, at one time, than you do at another. For a farmer that carries 
a bushel of wheat to market, and a labourer that carries a half a crown, 
shall find that the money of one, as well as corn of the other, shall at 
some times purchase him more or less leather, or salt, according as 
they are in greater plenty, and scarcity, one to another. So that in 
exchanging coined silver for any other commodity (which is buying and 
selling), the same measure governs the proportion you receive, as if 
you exchanged lead, or wheat, or any other commodity. That which 
regulates the price, i, e, the quantity given for money (which is called 
buying and selling), for another commodity (which is called bartering), 
is nothing else but their quantity in proportion to their vent. If then 
Towering of use makes not your silver more in specie, or your wheat. 
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6r Other commodities less, it will not have any influence at all to make 
it exchange for less of wheat, or any other commodity, than it will 
have on lead, to make it exchange for less wheat, or any other com- 
modity. 

Money therefore, in buying and selling, being perfectly in the same 
condition with other commodities, and subject to all the same laws of 
value, let us next see how it comes to be of the same nature with land, 
by yielding a certain yearly income, which we call use, or interest. For 
land produces naturally something new and profitable, and of value to 
mankind ; but money is a barren thing, and produces nothing ; but by 
compact transfers that profit, that was the reward of one man's labour, 
into another man's pocket That which occasions this, is the unequal 
distribution of money ; which inequality has the same effect too upon 
land, that it has upon money. For my having more money in my hand 
than I can, or am disposed to use in buying and selling, makes me 
able to lend : and another's want of so much money as he could 
employ in trade, makes him willing to borrow. But why then, and for 
what consideration doth he pay use 1 For the same reason, and upon 
as good consideration, as the tenant pays rent for your land. For as the 
unequal distribution of land (you having more than you can, or wiU 
manure, and another less), brings you a tenant for your land ; and the 
same unequal distribution of money (I having more than I can, or will 
employ, and another less), bring me a tenant for my money : so my 
money is apt in trade, by the industry of the borrower, to produce more 
than six per cent, to the borrower, as well as your land, by the labour 
of the tenant, is apt to produce more fruits, than his rent comes to ; 
and therefore deserves to be paid for, as well as land by a yearly rent. 
For though the usurer's money would bring him in no yearly profit, if 
he did not lend it (supposing he employs it not himself), and so his 
six per cent may seem to be the fruit of another man's labour, yet he 
shares not near so much of the profit of another man's labour, as he 
that letts land to a tenant For, without the tenant's industry (suppos- 
ing as before, the owner would not manage it himself), his land would 
yield him little or no profit So that the rent he receives is a greater 
portion of the fruit of his tenant's labour, than the use is at six per 
cent For generally, he that borrows £1000 at six per cent and so 
pays £(iO per annum use, gets more above his use in one year, by his 
industry, than he that rents a farm of £60 per annum gets in two, 
above his rent, thouglf his labour be harder. 

It being evident therefore, that he that has skill in traffick, but has 
not money enough to exercise it, has not only reason to borrow money, 
to drive l^s trade and get a livelihood ; but has much reason to pay 
use for that money, as he, who having skill in husbandry, but no land 
of his own to employ it in, has not only reason to rent land, but to 
pay money for the use of it : it follows, that borrowing money upon 

16 — 2 
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Use is not only, by the necessity of affairs, and the constitution of 
human society, unavoidable to some Ynen ; but that also to receive 
profit for the loan of money, is as equitable and lawful, as receiving 
rent for land, and more tolerable to the borrower, notwithstanding the 
opinion of some over scnipulous men. 

This being so. One would expect, that the rate of interest should be 
the measure of the value of land in number of years purchase, for which 
the fee is sold ; for ;^ioo per annum being equal to ;^ioo per annum, 
and so to perpetuity ; and ;^ioo per annum being the product of ;^ looo 
when interest is at lo per cent, of ;^I250 when interest is at 8 per 
Cent, of ;^ 1 666 or thereabouts, when interest is at 6 per cent., of ;^20oo 
when money is at 5 per cent., of ;^250o when money is at 4 per cent 
One would conclude, I say, that land should sell in proportion to use, 
according to these following rates, viz. 





When money is at ^ 6 [-per cent for-; 16^ [-years purchase. 

5 

4. 

But experience tells us, that neither in queen Elizabeth, nor king 
James the first's reigns, when interest was at ten per cent, was land sold 
for ten ; or when it was at eight per cent for twelve and a half year's 
purchase, or any thing near the low rate, that high use required (M it 
were true, that the rate of interest governed the price of land), any 
more than land now yields twenty five years purchase, because a great 
part of the moneyed men will now lett their money upon good security, 
at four per cent Thus we see in fact how little this rule has held at 
home : and he that will look into Holland, will find, that the purchase 
of land was raised there, when their interest fell. This is certain, and 
past doubt, that the legal interest can never regulate the price of land, 
since it is plain, that the price of land has never changed with it, in the 
several changes that have been made, in the rate of interest by law : nor 
now that the rate of interest is by law the same through all England, 
is the price of land every where the same, it being in some parts con- 
stantly sold for four or five years purchase, more than in others. 
Whether you, or I, can tell the reason of this, it matters not to the 
question in hand : but it being really so, this is plain demonstration 
against those, who pretend to advance and regulate the price of land 
by a law, concerning the interest of money. 

But yet I will give you some of my guesses, why the price of land is 
not regulated (as at first sight, it seems it should be), by the interest 
of money. Why it is not regulated by the legal use is manifest, 
because the rate of money does not follow the standard of the law, but 
the price of the market ; and men, not observing the legal and forced, 
but the natural and current interest of money, regulate their affairs by 
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that But why the rate of land does not follow the current interest of 
money, requires a farther consideration. 

All things, that are bought and sold, raise and fall their price in pro- 
portion, as there are more buyers or sellers. Where there are a great 
many sellers to a few buyers, there use what art you will, the thing to 
be sold will be cheap. On the other side, turn the tables, and raise up 
a great many buyers, for a few sellers, and the same thing will imme- 
diately grow dear. This rule holds in land, as well as all other com- 
modities, and is the reason, why in England, at the same time, that 
land in some places is at seventeen or eighteen years purchase, it is 
about. others, where there are profitable manufactures, at two or three 
and twenty years purchase : because there (men thriving and getting 
money, by their industry, and willing to leave their estates to their 
children in land, as the surest, and most lasting provision, and not so 
liable to casualities as money in untrading or unskilful hands), are 
many buyeri ready always to purchase, but few sellers. For, the land 
thereabout being already possessed by that sort of industrious and 
thriving men, they have neither need, nor will, to sell In such places 
of manufacture, the riches pf the one not arising from the squandering 
and waste of another (as it doth in other places, where men live lazily 
upon the product of the land), the industry of the people, bringing in 
increase of wealth from remote parts, makes plenty of money there, 
without the impoverishing of their neighbours. And, when the 
thriving tradesman has got more than he can well employ in trade, 
his next thoughts are to look out for a purchase ; but it must be a 
purchase in the neighbourhood, where the estate may be under his 
eye, and within convenient distance, that the care and pleasure of his 
farm may not take him off from the engagements of his calling, nor 
remove his children too far from him, or the trade he breeds them up 
in. This seems to me the reason, why in places, wherein thriving 
manufacturers have erected themselves, land has been observed to sell 
quicker, and for more years purchase than in other places, as about 
Halifex in the north, Taunton and Exeter in the west. 

This is that then, which makes land, as well as other things, dear : 
plenty of buyers, and but few sellers : and so, by the rule of contraries, 
plenty of sellers and few buyers makes land cheap. 

He, that will justly estimate the value of any thing, must consider 
its quantity in proportion to its vent, for this alone regulates the price. 
The value of any thing, compared with itself, or with a standing 
measure, is greater, as its quantity is less in proportion to its vent : 
but, in comparing it, or exchanging it with any other thing, the quan- 
tity and vent of that thing too must be allowed for, in the computation 
of their value. But, because the desire of money is constantly almost 
every where the same, its vent varies very little, but as its greater 
scarcity enhance^ its price, and increases the scramble : there bein^ 
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nothing else that does easily supply the want of it : the lessening its 
quantity, therefore, always increases its price, and makes an equal 
portion of it exchange for a greater of any other thing. Thus it conies 
to pass, that there is no nianner of settled proportion between the value 
of an ounce of silver, and any other commodity ; for, either varying 
its quantity in that country, or the commodity changing its quantity in 
proportion to its vent, their respective values change, /. e, less of one 
will barter for more of the other : though, in the ordinary way of 
speaking, it is only said, that the price of the commodity, not of the 
money, is changed. For example ; half an ounce of silver in England, 
will exchange sometimes for a whole bushel of wheat, sometimes for 
half, sometimes but a quarter, and this it does equally, whether by use 
it be apt to bring in to the owner six in the hundred of its own weight 
per annum, or nothing at all : it being only the change of the quantity 
of wheat to its vent, supposing we have still the same sum of money in 
the kingdom ; or else the change of the quantity of our money in the 
kingdom, supposing the quantity of wheat, in respect to its vent be the 
same too, that makes the change in the price of wheat. For if you 
alter the quantity, or vent, on either side, you presently alter the price, 
but no other way in the world. 

For it is not the being, adding, increasing, or diminishing of any 
good quality in any commodity, that makes its price greater, or less ; 
but only as it makes its quantity, or vent, greater, or less, in proportion 
one to another. This will easily appear by two or three instances. 

1, The being of any good, and useful quantity in any thing, neither 
increases its price, nor indeed makes it- have any price at all, but only 
as it lessens its quantity, or increases its vent ; each of these in pro- 
portion to one another. What more use, or necessary things are there 
to the being, or well-being of men, than air and water ? and yet these 
have generally no price at all, nor yield any money : because their 
quantity is immensely greater than their vent, in most places- of the 
world. But, as soon as ever water (for air still offers itself everywhere, 
without restraint, or inclosure, and therefore is no where of any price) 
comes any where to be reduced into any proportion to its consump- 
tion, it begins presently to have a price, and is sometimes sold dearer 
than wine. Hence it is, that the best, and most useful things are com- 
monly the cheapest ; because, though their consumption be great, yet 
the bounty of providence has made their production large, and suit- 
able to it, 

2. Nor does the adding an excellency to any commodity, raise its 
price, unless it increase its consumption. For, suppose there should 
be taught a way (which should be published to the knowledge of every 
one) to make a medicine of wheat alone, that should infallibly cure the 
stone : it is certain the discovery of this quality in that grain, would 
«jive it an excellency very considerable : and yet this would not in- 
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crease the price of it one farthing in twenty bushels, because its quan- 
tity, or vent, would not hereby, to any sensible degree, bje altered. 

3. Neither does the increasing of any good quality, in any sort of 
things, make it yield more. For though teasels be much better this 
year than they were last, they are not one jot dearer, unless they be 
fewer too, or the consumption of them greater. 

4. Nor does the lessening the good qualities of any sort of commod- 
ity lessen its price ; which is evident in hops, that are usually dearest 
those years they are worst- But, if it happens to be a species of com- 
modity, whose defects may be supplied by some other, the making of 
it worse does lessen its price, because it hinders its vent For, if rye 
should any year prove generally smutty, or grown, no question it would 
yield less money than otherwise, because the deficiency of that might 
be, in some measure, made up by wheat, and other grain. But, if it 
be a sort of commodity, whose use no other known thing can supply, 
it is not its being better, or worse, but its quantity, and vent, is that 
alone which regulates, and determines its value. 

To apply this now to money, as capable of different rates of interest 
To money, considered in its proper use as a commodity passing in ex- 
change from one to another, all that is done by interest, is but the 
adding to it by agreement, or publick authority, a faculty, which na- 
turally it has not, of increasing every year six per cent Now, if pub- 
lick authority sink use to four per cent, it is certain it diminishes this 
good quality in money one third. But yet this making the money of 
England not one farthing more than it was, it alters not the measures, 
upon which all changeable commodities increase, or sink their price ; 
and so makes not money exchange for less of any commodity, than it 
would without this alteration of its interest If lessening use to foUr 
per cent should at all alter the quantity of money, and make it less, it 
would make money, as it has the nature of a commodity, dearer, i. e. 
a less quantity of money would exchange for a greater quantity of an- 
other commodity, than it would before. This pethaps will appear a 
little plainer by these following particulars, 

1. That the intrinsick, natural worth of any thing, consists in its fit- 
ness to supply the necessities, or, serve the conveniences of human 
life ; and the more necessary it is to our being, or the more it con- 
tributes to our well-being, the greater is its worth. But yet, 

2. That there is no such intrinsick, natural settled value in any 
thing, as to make any assigned quantity of it constantly worth any 
assigned quantity of another. 

3. The marketable value of any assigned quantities of two, or more 
commodities, are (pro hie et nunc) equal, when they will exchange 
one for another. As, supposing one bushel of wheat, two bushels of 
barley, thirty pounds of lead, and one ounce of silver, will now in the 
market be taken one for another^ they are then of equal worth : and, 
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our coin being that which Englishmen reckon by, an Englishman 
would say, that now one bushel of wheat, two bushels of barley, thirty 
pounds of lead, and one ounce of silver, were equally worth five shil- 
lings. 

4, The change of this marketable value of any commodity, in respect 
of another commodity, or in respect of a standing, common measure, is 
not the altering ctf any intrinsick value, or quality, in the commodity ; 
(for musty and smutty corn will sell dearer at one time, than the clean 
and sweet at another) but the alteration of some proportion, which that 
commodity bears to something else. 

5. This proportion in all commodities, whereof money is one, is the 
proportion of their quantity to the vent. The vent is nothing else, but 
the passing of commodities from one owner to another, in exchange ; 
and is then called quicker, when a greater quantity of any species of 
commodity, is taken oif from the owners of it, in an equal space of 
time. 

6, This vent is regulated, i. e. made quicker or slower, as greater 
or less quantities of any saleable commodity are removed out of the 
way and course of trade ; separated from publick conmierce : and no 
longer lie within the reach of exchange. For, though any commodity 
should shift hands ever so fast, and be exchanged from one man to 
another ; yet, if they were not thereby exempted from trade and sale, 
and did not cease to be any longer traffick, this would not at all make, 
or quicken their vent. But this, seldom or never happening, makes 
very little or no alteration. 

7. Things are removed out of the market, or hands of commerce, 
and so their vent altered three ways ; i. By consumption, when the 
conwnodity in its use is destroyed, as meat, drink, and cloaths, &a, all 
that is so consumed is quite gone out of the trade of the world. 2. By 
exportation ; and all that is so carried away, is gone out of the trade 
of England, and concerns Englishmen no more in the price of their 
commodities among themselves for their own use, than if it were out 
of the world. 3. By buying and laying up for a man's private use. 
For what is by any of these ways shut out of the market, and no lon'ger 
moveable, by the hand of commerce, makes no longer any part of mer- 
chantable ware, and so, in respect of trade, and the quantity of any 
commodity, is not more considerable than if it were not in being. All 
these three terminating at last in consumption of all commodities, (ex- 
cepting only jewels and plate, and some few others, which wear out but 
insensibly) may properly enough pass under that name. Ingrossing 
too has some influence on the present vent : but this inclosing some 
considerable part of any commodity, (for if the ingrossing be of all the 
commodity, and if it be of general use, the price is at the will of the 
ingrosser) out of the free common of trade, only for some time, and 
afterwards returning again to sale, makes not usually so sensible and 
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general an alteration in the vent, as the others do ; but yet influences 
the price, and the vent more, according as it extends itself to a laurger 
portion of the commodity, and hoards it up longer. 

8. Most other portable commodities (excepting jewels, plate, &c.) 
decaying quickly in their use, but money being less consumed, or in- 
creased, L e. by slower degrees removed from, or brought into the free 
commerce of any country, than the greatest part of other merchandize ; 
and so the proportion between its quantity and vent, altering slower 
than in most other commodities ; it is commonly looked on as a stand- 
ing measure, to judge of the value of all things, especially being adapted 
to it by its weight and denomination in coinage. 

9. Money, whilst the fame quantity of it is passing up and down the 
kingdom in trade, is really a standing measure of the falling and rising 
value of other things, in reference to one another : and the alteration 
of price is truly in them only. But if you increase, or lessen, the quan- 
tity of money, current in traffic, in any place, then the alteration of 
value is in the money : and, if at the same time wheat keep its pro- 
portion of vent to quantity, nwney, to speak truly, alters its worth, and 
wheat does not, though it sell for a greater, or less price, than it did 
before. For money, being looked upon as the standing measure of 
other commodities, men consider and speak of it still, as if it were a 
standing measure, though when it has varied its quantity, it is plain 
it is not. 

10. But the value, or price of all commodities, amongst which money 
passing in trade is truly one, consisting in proportion, you alter this, 
as you do all other proportions, whether you increase one, or lessen 
the. other. 

11. In all other commodities, the owners, when they design them for 
traffick, endeavour, as much as they can, to have them vented and gone, 
i. e. removed out of the reach of commerce, by consumption, exportation, 
or layipg up : but money, never lying upon people's hands, or wanting 
vent, (for any one may part with it in exchange, when he pleases ;) the 
provident publick, or private care, is to keep it from venting, or con- 
suming, i. e. from exportation, which is its proper consumption ; and 
from hoarding up by others, which is a sort of ingrossing. Hence it is 
that other commodities have sometimes a quicker, sometimes a slower 
vent : for nobody lays out his money in them, but according to the use 
he has of them, and that has bounds. But, everybody being ready to 
receive money without bounds, and keep it by him, because- it answers 
all things : therefore the vent of money is always sufficient, or more 
than enough. This being so, its quantity alone is enough to regulate 
and determine its value, without considering any proportion between 
its quantity and vent, as in other commodities. 

12. Therefore the lessening of use, not bringing one penny of money 
more into the trade, or exchange of any country, but rather drawing it 
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away from trade, and so making it less, does not at all sink its value, and 
make it buy less of any qonmiodity, but rather more. 

13. That, which raises the natural interest of money, is the same 
that raises the rent of land, i. e. its aptness to bring in yearly to him 
that manages it, a greater overplus of income above his rent, as a, re- 
ward to his labour. That which causes this in land, is the greater 
quantity of its product, in proportion to the same vent to that particu- 
lar fruit, or the same quantity of product, in proportion to a greater 
vent of that single commodity ; but that which causes increase of pro- 
fit to the borrower of money, is the- less quantity of money, in propor- 
tion to trade, or to the vent of all commodities, taken togetlxer, and vice 
versa. 

14. The natural value of money, as it is apt to yield such a yearly 
income by interest, depends on the whole quantity of the then passing 
money of the kingdom, in proportion to the whole trade of the king- 
dom, i. e. the general vent of all the commodities. But the natural 
value of money, in exchanging for any one commodity, is the quantity 
of the trading money of the kingdom, designed for that commodity, in 
proportion to that single commodity and its vent. For though any 
single man's necessity and want, either of money, or any species of 
commodity, being known, may make him pay dearer for money, or 
that commodity ; yet this is but a particular case, that does not at the 
same time alter this constant and general rule. 

15. That supposing wheat a standing measure, that is, that there is 
constantly the same quantity of it, in proportion to its vent, we shall 
find money to run the same variety of changes in its value, as all other 
commodities do. Now that wheat in England does come nearest to a 
standing measure, is evident by comparing wheat with other commo- 
dities, money, and the yearly income of land, in Henry VII.'s time, and 
now. For supposing that primo Henry VII. N. let loo acres of land 
to A. for 6d. per annum per acre, rack-rent, and to B. another 100 
acres of land, of the same soil and yearly worth with the former, for a 
bushel of wheat per acre, rack-rent, (a bushel of wheat about that time 
being probably sold for about 6d.) it was then an equal rent. If, there- 
fore, these leases were for years yet to come, it is certain that he, that 
paid but 6d. per acre, would pay now 50s. per annum, and he that paid 
a bushel of wheat per acre, would now pay about £2$ per annum, 
which would be near about the yearly value of the land, were it to be 
let now. The reason whereof is this, that there being ten times as 
much silver now in the world, (the discovery of the West-Indies having 
made the plenty) as there was then, it is nine-tenths less worth now, 
than it was at that time ; that is, it will exchange for nine-tenths less 
of any commodity now, which bears the same proportion to its vent 
as it did 200 years since ; which of all other commodities, wheat is 
likeliest to do. For in England, and this part of the world, wheat 
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being the constant and most general food, not altering with the fash- 
ion, not growing by chance ; but as the farmers sow more, or less of it, 
which they endeavour to proportion, as near as can be guessed, to the 
consumption, abstracting the overplus of the precedent year, in their 
provision for the next, and vice versa ; it must needs fall out, that it 
keeps the nearest proportion to its consumption, (which is more stud- 
ied and designed in this, than other commodities) of any thing, if you 
take it for seven or twenty years together : though perhaps the plenty, 
or scarcity of one year, caused by the accidents of the season, may 
very much vary it from the immediately precedent, or following. Wheat, 
therefore, in this part of the world, (and that grain, which is the constant 
general food of any other country) is the fittest measure to judge of 
the altered value of things, in any long tract of time : and therefore, 
wheat here, rice in Turkey, &c, is the fittest thing to reserve a rent in, 
which is designed to be constantly the same for all future ages. But 
money is the best measure of the altered value of things in a few 
years : because its vent is the same, and its quantity alters slowly. 
But wheat, or any other grain, cannot serve instead of money ; because 
of its bulkiness, and too quick change of its quantity. For had I a bond, 
to pay me 100 bushels of wheat next year, it might be a fourth part 
loss, or gain to me ; too great an inequality and uncertainty to be ven- 
tured in trade : besides the different goodness of several parcels of 
wheat in the same year. 

16. That, supposing any island separate from the commerce of the 
rest of mankind ; if gold and silver, or whatever else (so it be lasting) 
be their money, if they have but a certain quantity of it, and can get 
no more, that will be a steady, standing measure of the value of all 
other things. 

17. That, if in any country they use for money any lasting material, 
whereof there is not any more to be got, and so cannot be increased ; 
or being of no other use, the rest of the world does not value it, and 
so it is not like to be diminished; this also would be a steady, standing 
measure of the value of other commodities. 

18. That, in a country, where they had such a standing measure, any 
quantity of that money (if it were but so much, that every body might 
have some) would serve to drive any proportion of trade, whether more, 
or less ; there being counters enough to reckon by, and the value of 
the pledges being still sufficient, as constantly increasing with the 
plenty of the commodity. But these three last, being built on suppo- 
sitions, that are not like to be found in the practice of mankind, since 
navigation and commerce have brought all parties acquainted with one 
another, and introduced the use of gold and silver money, into all trad- 
ing parts of the world ; they serve rather to give us some light into 
the nature of money, than to teach here a new measure of traffic. 
Though it be certain, that that part of the world, which bred most of 
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our gold and silver, used least of it in exchange, and used it not for 
money at alL 

19. That therefore, in any country, that hath commerce with the rest 
of the world, it is almost impossible now to be without the use of silver 
coin ; and having money of that, and accounts kept in such money, it 
is impossible to have any standing, unalterable measure of the value 
of things^ For, whilst the mines supply to mankind more than wastes 

/ and consumes in its use, the quantity of it will daily grow greater, in 
respect of other commodities, and its value less. 

20. That in a country, that hath open commerce with the rest of the 
world, and uses money, made of the same materials with their neigh- 
bours, any quantity of that money will not serve to drive any quan- 
tity of trade ; but there must be a certain proportion between their 
money and trade. The reason whereof is this, because, to keep your 
trade going without loss, your commodities amongst you must keep an 
equal, or at least, near the price of the same species of commodities in 
the neighbouring countries : which they cannot do, if your money be 
far less than in other countries : for then, either your commodities 
must be sold very cheap, or a great part of your trade must stand still, 
there not being money enough in the country to pay for them (in their 
shifting of hands) at that high price, which the plenty, and conse- 
quently low value of money makes them at in another country. For 
the value of money in general, is the quantity of all the money in the 
world, in proportion to all the trade : but the value of money in any 
one country, is the present quantity of the current money in that coun- 
try, in proportion to the present trade. Supposing then, that we had 
now in England but half as much money, as we had seven years ago, 
and yet had still as much yearly product of commodities, as many 
hands to work them, and as many brokers to disperse them, as before ; 
and that the rest of the world we trade with, had as much money as 
they had before, (for it is likely they should have more by our moiety 
shared amongst them) it is certain, that either half our rents should 
not be paid, half our commodities not vented, and half our labourers 
not employed, and so half the trade be clearly lost ; or else, that every 
one of these must receive but half the n)oney for their commodities 
and labour, they did before, and but half so much as our neight>ours 
do receive, for the same labour, and the same natural product at the 
same time. Such a state of poverty as this, though it will make no 
scarcity of our native commodities amongst us, yet it will have these 
ill consequences. 

1. It will make our native commodities vent very cheap. 

2. It will make all foreign commodities very dear, both which will 
keep us poor. For the merchant making silver and gold his measure, 
and considering what the foreign commodity costs him (/. e, how many 
ounces of silver) in the countrv where money is more plenty, ^ c. 
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cheapelr ; and considering too, how many ounces of silver it will yield 
him in another country ; will not part with it here, but for the same 
quantity of silver, or as much as that silver will buy here of our com- 
modity, which will be a great deal more than in another place. So 
that, in all our exchange of native for foreign commodities, we shall 
pay double the value that any other country does, where money is in 
greater plenty. This, indeed, will make a dearness, and, in time, a 
scarcity of foreign commodities ; which is not the worst inconveniency 
that it brings upon us, supposing them not absolutely" necessary. But, 

3. It endangers the drawing away our people, both ^handicrafts, 
mariners, and soldiers ; who are apt to go, where their pay is best, 
which will always be where there is greatest plenty of money, and in 
time of war must needs bring great distress. 

21. Upon this measure too it is, that the variation of exchange of 
money, betwetn several countries, does somewhat depend. For it is 
certain, that one ounce of silver is always of equal value to another 
ounce of silver, considered in its intrinsick worth, or in reference to 
the universal trade of the world : but it is not of the same value, at 
the sam6 time, in several parts of the world, but is of the most worth 
in that country, where there is the least money, in proportion to its 
trade : and therefore, men may afford to give twenty ounces of silver 
in one place, to receive eighteen or nineteen ounces of silver in another. 
But this is not all ; to this then, (to find out the alteration of the ex- 
change) the over-balance of the trade must be taken into consideration. 
These two together regulate the exchange, in all the commerce of the 
world, and, in both, the higher rate of exchange depends upon one and 
the same thing, viz. the greater plenty of money in one country than 
in the other : only with this difference, that where the over-balance of 
trade raises the exchange above the par, there it is the plenty of money 
which private merchants have in one country, which they desire to re- 
move into another ; but, where the riches of the country raises the 
exchange above the par, there it is the plenty of the money in the whole 
country. In one, the merchant has more money (or debts, which is all 
one) in a foreign country, than his trade there will employ, and so is 
willing to allow upon exchange to him abroad, and that shall pay him 
ready money at home, i, 2, 3, &c. per cent, more or less, proportion- 
ably as his, or his countrymen's plenty of ready money abroad, the 
danger of leaving it there, or the difficulty of bringing it home in specie, 
and his present need of money at home, is greater or less : in the 
other, the whole country has more money, than can well be employed 
in the trade thereof, or at least the proportion of the money to the 
trade is greater than in the neighbouring country, where the exchange 
is below the par. 

For, supposing the balance of trade to be equal between England 
and Holland, but that there is in Holland a greater plenty of money 
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than in England, (which will appear by the lowness of the natural use in 
Holland, and the height of the natural use in England ; and also by the 
deamess of food and labour in general in Holland, and the cheapness 
of it in England.) If N. has ;^ 10,000 in Holland, which the greater 
advantage he could make of it in England, either by use' or purchase, 
tempts him to transfer into England, it is probable he will give as 
much to a merchant in England, to pay him ;£ 10,000 in England, as 
the insurance at that time between Holland and England is worth. If 
this happens to be in a country, where the exportation of bullion is pro- 
hibited, he must pay the more : because his venture, if he carry it in 
specie, will be greater. And upon this ground, perhaps, the prohibit- 
ing the exportation of money out of England, under penalties, may be 
of some use, by making the rate of the exchange greater to those coun- 
, tries, which import upon us more than they export in commodities ; 
and so retain some part of the money, which their over-balance of trade 
would carry away from us, though, after all, if we are over-balanced in 
trade, it must go. 

But, since the Holland merchant cannot receive N's ;f 10,000 in 
money in Holland, and pay him ;^ 10,000 in England, unless his over- 
balance of trade make Englishmen indebted to him ;^ 10,000 in money, 
which he is not like to take in commodities ; I think the over-balance 
of trade is that, which chiefly raises the exchange in any country, and 
that plenty of money, in any country, does it only for so much of the 
money as is transferred, either to be lett out to use, or to be spent there. 
And, though, lending to foreigners, upon use, doth not at all alter the 
balance of trade, between those countries, yet it does alter the ex- 
change between those countries for so much as is lent upon use, by 
not calling away the money, that should follow the over-balance of 
trade, but letting it rest there, as if it were accounted for; all one as if 
the balance of trade were for so much altered. But this being not 
much, in comparison of the general traffick between two nations, or at 
least varying slower, the merchant too regulating the exchange, and 
not the usurer ; I suppose it is the present balance of trade, on which 
the exchange immediately and chiefly depends, unless some accident 
shall make a great deal of money be remitted at the same time from 
one place to another, which will for that time raise the exchange all 
one as an over-balance of trade ; and indeed, when examined, is gene- 
rally very little different from it. 

To be able to estimate the par, with the rise and fall of the exchange, 
it is necessary to know the intrinsick value, /. e. how much silver is in 
the coins of the two countries, by which you reckon and charge the 
bill of exchange. 

Sir, if I have been led a little too far from one thing to another, in 
the consideration of money, I beg your pardon, hoping that these par- 
ticulars will afford some light to our present subject. 
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To return to the price of land. It is evident by what has been above 
&aid, that the years purchase of land do not increase with the fall of 
interest; and the abating that good quality in money, of yielding yearly 
six per cent, to four, does not presently so sink its value, in respect 
of land, that one third more is required in exchange : falling of inter- 
est from six to four, will not raise land from twenty to thirty years pur- 
chase ; the rising and fadling of the price of land, as of other things, 
depends much on the quantity of land set to sale, compared with the 
quantity of money designed for that traffick, or, which. amounts to the 
same thing, upon the number of buyers and sellers. For, where there 
are many sellers and few purchasers, though interest be lessened, land 
will be cheap, as I have already shewed. At least, this is certain, that 
making a law to reduce interest will not raise the price of land ; it will 
only, by driving it more into the banker's hands, leave the country barer 
of money ; whereby, if the price of land about London should be acci- 
dentally raised, that of remoter counties would thereby have fewer 
purchasers, and at lower rates. 

This being so, that the low rate of land depends much on the great 
number of sellers in proportion to purchasers, the next thing to be 
enquired into, is. What makes plenty of sellers? And to that the 
answer is obvious, general ill-husbandry, and the consequence of it, 
debts. If a neglect of government and religion, ill examples, and 
depraved education, have introduced debauchery ; and art, or chance, 
has made it fashionable for men to live beyond their estates ; debts 
will increase and multiply, and draw with them a necessity on men, 
first of encumbering, and then selling their estates. This is gene- 
rally the cause why men part with their land : and I think there is 
scarce one in an hundred that thinks of selling his patrimony, tiU 
mortgages have pretty well eat into the freehold ; and the weight of 
growing debts force a man, whether he will or no, out of his posses- 
sions. When almost is there ever a clear and unencumbered estate 
set to sale ? It is seldom a thriving man turns his land into money, 
to make the greater advantage : the examples of it are so rare, that 
they are scarce of any t:onsideration in the number of sellers. 

This, I think, may be the reason, why in Queen Elizabeth's days 
(when sobriety, frugality, and industry, brought in daily increase to 
the growing wealth of the kingdom) land kept up its price, and sold 
for more years purchase, than corresponded to the interest of money, 
then busily employed in a thriving trade, which made the natural inte- 
rest much higher than it is now, as well as the parliament then set it 
higher by law. 

On the contrary side. What makes scarcity of purchasers ? 

I. The same reason, ill-husbandry. When the tradesman lives up 
to the height of his income, and the vanity of expenses either drains 
the merchant's coffers, or keeps them from overflowing, he seldom 
thinks of purchasing. Buying of land is the result of a full and 
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satiated gain : and men in trade seldom think of laying out their 
money upon land, till their profit has brought them in more than 
their trade can well employ; and their idle bags, cumbering their 
counting-houses, put them upon emptying them on a purchase. 

2. Another thing that makes a scarcity of buyers of land, are doubt- 
ful and ill titles ; where these are frequent and fatal, one can no more 
expect that men, who have money, should be forward to purchase, 
than ships, richly laden, to venture themselves amongst rocks and 
quicksands. It is no wonder such seas should not be much frequented, 
where the examples, and remains of daily wrecks shew the folly and 
hazard of the venture, in the number of those who have miscarried. 

3. A general decay of trade discourages men from purchasing : for 
this threatens an universal poverty, which is sure to fall first and 
heaviest upon land. The merchant, who furnishes the improvident 
landholder, will not fail to have money for his wares with gain, whether 
the kingdom get by his trade, or no ; and he will keep his money 
rather employed in trade, which brings him in profit, (for the merchant 
may get by a trade, that makes the kingdom poor,) than lay it out in 
land, whose rents he sees sinking, and foresees by the course of trade, 
is likely to continue to do so. When a nation is running to decay and 
ruin, the merchant and monied man, do what you can, will be sure to 
starve last : observe it where you will, the decays that come upon, 
and bring to ruin any country, do constantly first fall upon the land : 
and though the country gentleman (who usually securely relies upon 
so much a year as was given in at his marriage settlement, and thinks 
his land an unmoveable fund for such an income) be not very forward 
to think so, yet this, nevertheless, is an undoubted truth, that he is 
more concerned in trade, and ought to take a greater care, that it be 
well managed, and preserved, than even the merchant himself. For 
he will certainly find, when a decay of trade has carried away one 
part of our money out of the kingdom, and the other is kept in the 
merchant and tradesman's hands, that no lav.^s he can make, nor any 
little arts of shifting property amongst ourselves, will bring it back to 
him again : but his rents will fall, and his income every day lessen, 
till general industry and frugality, joined to. a well-ordered trade, shall 
restore to the kingdom the riches and wealth it had formerly. 

This, by the way, if well-considered, might let us see, that taxes, 
however contrived, and out of whose hand soever immediately taken, 
do, in a country, where their great fund is in land, for the most part 
terminate upon land. Whatsoever the people is chiefly maintained by, 
that the government supports itself on ; nay, perhaps it will be found, 
that those taxes which seem least to affect land, will most surely of 
all other fall the rents. This would deserve to be well considered, in 
the raising of taxes, lest the neglect of it bring upon the country gen- 
tleman an evil, which he will be sure quickly to feel, but not be able 
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very quickly to remedy. For rents once fallen are not easily raised 
again, A tax laid upon land seems hard to the landholder, because 
it is so much money going visibly out of his pocket : and therefore, as 
an ease to himself, the landholder is always forward to lay it upon 
commodities. But, if he will thoroughly consider it, and examine the 
effects, he wiU find he buys this seeming ease at a very dear rate : 
and, though he pays not this tax immediately out of his own purse, 
yet his purse will find it by a greater want of money there, at the end 
of the year, than that comes to, with the lessening of his rents to 
boot : which is a settled and lasting evil, that will stick upon him 
beyond the present payment 

To make this clear, let us suppose in the present state of affairs in 
England, that the rents of England are twelve millions, and that the 
charge and necessities of the government require a supply of three 
millions from the parliament, which is laid on land. Here is one 
fourth part of his yearly income goes immediately out of the landlord's 
and landholder's pocket This is a burthen very apt to be felt The 
country gentleman, who actually pays the money out of his pocket, or 
finds it deducted out of his rent at quarter-day for taxes, sees and 
very sensibly observes what goes thus out of his estate. But though 
this be a quarter of his yearly income^ and out of an estate of four 
hundred pounds a year, the publick tax now openly takes away one 
hundred ; yet this influences not at all the yearly rent of the land, 
which the rack-renter, or under tenant, pays : it being the same thing 
to him, whether he pays all his rent to the king, or his landlord ; or 
half, or a quarter, or none at all to the king ; the . case is all one to 
him, what hand receives his rent, when due : so trade flourishes, and 
his commodities go off well, he will be able to pay his rent on. This 
lessens not any more the value of his farm, than an high or a low 
chief rent does, paid out of it to the lord of the fee : the tenant's 
bargain and t)rofit is the same, whether the land be charged, or not 
charged, with an annuity payable to another man. We see this in 
college leases, where though the college tenant pays for it to the 
college some years five times as much as he does others, upon the 
varying rate of com ; yet the under-tenant feels not this alteration in 
the least, nor finds a reason to have his rent abated, because a greater 
part of it is diverted from his landlord. All this is but changing the 
hand that receives the rent, without any influence at all upon the 
yearly value of the estate ; which will not be lett for one penny more, 
or less, to the renter, however, or amongst whomsoever, the rent he 
pays be divided. From hence it is evident, that taxes laid on land do 
not in the least make rents fall 

But suppose, to shift off the burthen from the land, some country 
gentleman should think fit to raise these three millions upon commo- 
dities, to let the land go free. First, it is to be considered, That since 
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the publick wants require three millions, (for that we supposed for 
argument's sake ; let it be three millions, or one miUion, that is all 
one ;) and so much must go into the king's coffers, or else the necessi- 
ties of the government will not be supplied : that for raising these 
three millions on commodities, and bringing so much into the Ex- 
chequer, there must go a great deal more than three millions out of 
the subjects pockets. For a tax of that nature cannot be levied by 
officers, to watch every little rivulet of trade, without a great charge, 
especially at first trial. But supposing no more change in raising it, 
than of a land tax, and that there are only three millions to be paid, 
it is evident that to do this out of commodities, they must, to the 
consumer, be raised a quarter in their price ; so that every thing, to 
him that uses it, must be a quarter dearer. Let us see now who, at 
long run, must pay this quarter, and where it will light. It is plain, 
the merchant and broker, neither will, nor can ; for if he pays a 
quarter more for commodities than he did, he will sell them at a price 
proportionably raised. The poor labourer and handicraftsman cannot : 
for he just lives from hand to mouth already, and all his food, clath- 
ing, and utensils, costing a quarter more than they did before, either 
his wages must rise with the price of things, to make him live, or else, 
not being able to maintain himself and family by his labour, he comes 
to the parish, and then the land bears the burthen a heavier way. If 
the labourer's wages be raised in proportion to the increased rates of 
things, the farmer who pays a quarter more for wages, as well as all 
other things, whilst he sells his corn and wool, either at" the same 
rate, or lower, at the market (since the tax laid upon it makes people 
less forward to buy) must either have his rent abated, or else break 
and run away in his landlord's debt : and so the yearly value of the 
land is brought down. And who then pays the tax at the year's end, 
but the landlord ? when the tenant, not able to raise his rent by his 
commodities, either runs away in his landlord's debt, or cannot be con- 
tinued in the farm, without abatement of rent : for, when the yearly 
charge in his farm is greater by the increase of the labourer's wages, 
and yet his product sells cheaper by reason of the tax laid on his com- 
modities ; how will the farmer be able to make up his rent at quarter- 
day } For this may be worth our notice, that any ta'x laid on foreign 
commodities in England, raises its price, and makes the importer get 
more for his commodity : but, on the contrary, a tax laid on your 
native product, and home-made commodities, lessens their price, and 
makes them yield less to the first seller. 

The reason whereof is plain. For the merchant importing no com- 
modity, but what the necessity, or fashionable wantonness, of your 
people gives him vent for, will not only proportion his gain to the cost 
and risque which he has been at before landing, but will expect profit 
of his money paid here, for any tax laid on it, and take advantage 
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from thence to raise his price, above what his tax comes to ; and if 
he cannot do that, he will trade no more in that commodity. For it 
being not the product of his farm, he is not tied to bring it to market, 
if he finds his price not answer his expectation there, but turns him- 
self to other wares,* which he finds your markets take off better. A 
merchanjt will never continue to trade in wares, which the change of 
fashion, or humour amongst your people, has made less vendible, 
though he may be sometimes caught by a sudden alteration. But 
that seldom happens in the course of trade, so as to influence the 
great bulk of it. For things of necessity must still be had, and 
things of fashion will be had, as long as men have money, or credit, 
whatever rates they cost, and the rather because they are dear. For, 
it being vanity, not use, that makes the expensive fashion of your 
people, the emulation, who shall have the finest, that is, the dearest 
things, not the most convenient, or useful. How many things do we 
value, or buy, because they come at dear rates from Japan and China, 
which if they were our own manufacture, or product, common to be 
had, and for a little money, would be contemned and neglected? 
Have not several of our own commodities, offered to sale at reason- 
able rates, been despised, and the very same eagerly bought and 
bragged off, when sold for French, at a double price ? You must not 
think, therefore, that the raising their price will lessen the vent of 
fashionable, foreign commodities amongst you, as long as men have 
any way to purchase them, but rather increase it. French wine is 
become a modish drink amongst us, and a man is ashamed to enter- 
tain his friend, or almost to dine himself without it The price is in 
the memory of man raised from 6d. to 2s., and does this hinder the 
drinking of it ? No, quite the contrary ; a man's way of living is 
commended, because he will give any rate for it : and a man will give 
any rate rather than pass for a poor ^vretch, or a penurious cur- 
mudgeon, that is not able, or knows not how to live well, nor use his 
friends civilly. Fashion is, for the most part, nothing but the osten- 
tation of riches, and therefore the high price of what serves to that, 
rather increases than lessens its vent The contest and glory is in 
the expence, not the usefulness of it ; and people are then thought 
and said to live well, when they can make a shew of rare and foreign 
things, and such as their neighbours cannot go to the price of. 

Thus we see how foreign commodities fall not in their price, by 
taxes laid on them, because the merchant is not necessitated to bring 
to your market any but fashionable commodities, and those go off the 
better for their high rate. But, on the contrary, your landholder being 
forced to bring his commodities to market, such as his land and indus- 
try affords him, common and known things, he must sell them there at 
such price as he can get This the buyer knows^ and these home-bred 
commodities being seldom the favourites of your people, or any farther 
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acceptable, than as great conveniency recommends them to the vulgar*, 
or downright necessity to all ; as soon as a tax is laid on them, every- 
one makes as sparing a use of them as he can, that he may save his 
money for other necessary or creditable expences. Thus the price, 
which our native commodities yield the first seller, is mightily abated,; 
and the yearly value of the land, which produces them, lessened. 

If, therefore, the laying of taxes upon commodities does, as it is 
evident, affect the land that is out at rack-rent, it is plain it does 
equally affect all the other land in England too, and the gentry will, 
but the worst way, increase their own charges, that is, by lessening the 
yearly value of their estates, if they hope to easeHheir land, by charg- 
ing commodities. It is in vain, in a country whose great fund is land, 
to hope to lay the publick charge of the government on any thing else ; , 
there at last it will terminate. The merchant (do what you can) will 
not bear it, the labourer cannot, and therefore the householder must : 
and whether he were best do it, by laying it directly where it will at . 
last settle, or by letting it come to him by the sinking of his rents, 
which when they are once fallen, every one knows are not easily raised 
again, let him consider. 

Holland is brought as an instance of laying the charge of the publick - 
upon trade, and it is possible (excepting some few small free towns) 
the only place in the world that could be brought to favour this way. 
But yet, when examined, will be found to shew the quite contrary, and 
be a clear proof, that lay the taxes how you will, land every where, in, 
proportion, bears the greater share of the burthen. The publick charge 
of the government, it is said, is, in the United Provinces, laid on trade. 
I grant it is, the greatest part of it ; but is the land excused, or eased 
by it ? By no means : but, on the contrary, so loaded, that in many 
places half, in others a quarter, in others one eighth of the yearly^ 
value does not come into the owner's pocket : and if I have not been 
misinformed, the land in some places will not pay the taxes : so that 
we may say, that the charge of the government came not upon cona- 
modities, till the land could not bear it The burthen unavoidably 
settles upon the land first, and when it has pressed it so, that it can 
yield no more, trade must be brought in aid, to help to support the 
government rather than let all sink : but the first stress is always upon ' 
land, and as far as that will reach, it is unavoidably carried, lay your' 
taxes how you will. It is known what a share of the publick charges^ 
of the government is supported by the trade of Amsterdam alone ; as 
I remember that one town pays thirty-six in the hundred of all the 
publick taxes raised in the United Provinces. But are lands of 
Guelderland eased by it ? Let any one see, in that country of land 
more than trade, what they make clear of their revenues, and whether 
the country gentlemen there grow rich ,on their land, whilst the 
merchant, having the taxes laid on his commerce, is impoverished ? 
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On the contrary, Guelderland is so low and out of cash, that Amster- 
dam has been fain, for many years, to lay down the taxes for them ; 
which is, in effect, to pay the taxes of Guelderland too. 

Struggle and contrive as you will, lay your taxes as you please, the 
traders will shift it off from their own gain ; the merchants will bear 
the least part of it, and grow poor last In Holland itself, where trade 
is so loaded, who, I pray, grows richest, the landholder, or the trader ? 
Which of them is pinched, and wants money most ? A country may 
thrive, the country gentleman grow rich, and his rents increase (for so 
it has been here) whilst the land is taxed : but I challenge any one to 
shew me a country, wherein there is any considerable publick charge 
raised, where the land does not most sensibly feel it, and, in propor- 
tion, bear much the greater part of it. 

We must not, therefore, impute the falling of the rents, or of the 
price of land, to high interest ; nor, if ill husbandry has wasted our 
riches, hope by such kind of laws to raise them to their former value. I 
humbly conceive we shall in vain endeavour it, by the fall of interest 
The number of buyers must be increased, and sellers lessened, which 
must be done by other ways, than regulating of interest, or else the 
landed man will neither find chapmen for his land, nor for the com 
that grows on it, at the rate he desires. 

But, could an act of parliament bring down interest to four per cent 
jand the lowering of that immediately raise the purchaser's fine from 20 
to 25 years purchase ; yet it may be doubted, whether this be fit to be 
made into a law, because it would be of no advantage to the kingdom. 
For what profit would it be to the nation to make a law, that he who 
sells land, should instead of four have five hundred pounds of the 
purchaser? This, indeed, a little alters the distribution of the money 
we have amongst us Englishmen here at home, but neither thelps to 
continue what we have, nor brings in more from abroad ; which, being 
the only concernment of the kingdom, in reference to its wealth, is apt 
to be supposed by us without doors to be the only care of a parliament. 
For it matters not, so it be here amongst us, whether the money be in 
.Thonias, or Richard's hands, provided it be so ordered, that whoever 
has it may be encouraged to let it go into the current of trade, for the 
improvement of the general stock and wealth of the nation. 

As this increase of the fine, in the purchase of land, is not an advan- 
tage to the kingdom ; so neither is it to the landholder, who is the person, 
that bearing the greatest part of the burthens of the kingdom, ought, I 
think, to have the greatest care taken of him, and enjoy as many 
privileges, and as much wealth, as the favour of the law can (with 
regard to the publick-weal) confer upon him. But pray consider : 
the raising the price of land in sale, by increasing the number of 
years purchase to be paid for it, gives the advantage, not to the 
fandholder^ but to him that ceases to be so, He that has no longer 
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the land, lias the more money : and he, who has the land, is the poorer. 
The true advantage of the landholder is,, that his corn, flesh, and 
wooll, sell better, and yield a greater price ; this, indeed, is a profit 
that benefits the owner of the land, and goes along with it: it is 
this alone that raises the rent, and makes the possessor richer : and 
this can only be done by increasing our wealth, and drawing more 
money into England. Which the falling of interest, and thereby (if it 
could effect it^ raising the purchase of land, is so far from doings, 
that it does visibly and directly one way hinder our increase of wealth, 
that is, by hindering foreigners to come here, and buy land, and settle 
amongst us. Whereby we have this double loss j first, we lose their 
persons, increase of people being the increase both of strength and 
, riches. Secondly, we lose so much money ; for, though whatever an 
Englishman gives to another for land, though raised to forty years 
purchase, be not one farthing advantage to the kingdom : yet whatever 
a foreigner, who purchases land here, gives for it, is so much every 
farthing clear gain to the nation : for that money comes clear in, with- 
out carrying out any thing for it, and is every farthing of it as perfect 
gain to the nation, as if it dropped down from the clouds. 

But farther, if consideration be to be had only of sellers of land, the 
lowering of interest to four per cent, will not be in their favour, unless 
by it you can raise land to thirty years purchase, which is not at all 
likely : and I think nobody, by falling of interest to four per cent. 
hopes to get chapmen for their land at that rate. Whatsoever they 
have less, if law can regulate interest, they lose of their value of land, 
money being thus abased. So that the landedman will scarce find his 
account neither, by this law, when it comes to trial. And at last, I 
imagine, this will be the result of all such attempts, that experience 
will shew that the price of things will not be regulated by laws, though 
the endeavours after it will be sure to prejudice and inconvenience 
trade, and put your affairs out of order. 

If this be so, that interest cannot be regulated by law, or that if it 
could, yet the reducing of it to four per cent, would do rporeharm than 
good : what then should there (you will say) be no law at all to regu- 
late interest ? I say not so. For, 

1. It is necessary that there should be a stated rate of interest, and 
in debts and forbearances, where contract has not settled it between 
the parties, the law might give a rule, and courts of judicature might 
know what damages to allow. This may, and therefore should, be 
regulated. 

2. That in the present current of running cash, which now takes its 
course almost all to London, and is ingrossed by a very few hands in 
comparison, young men, and those in want, might not too easily be 
exposed to extortion and oppression ; and the dextrous and combining 
money-jobbers not have too great and unbounded a power to prey 
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upon the ignorance, or necessity of borrowers. There would not be 
much danger of this, if money were "more equally distributed, into the 
several quarters of England, and into a greater number of hands, 
according to the exigencies of trade. 

If money were to be hired, as land is ; or to be had as corn, or 
wooll, from the owner himself, and known good security be given for 
it, it might then probably be had at the market (which is the true) rate, 
and that rate of interest would be a constant gauge of your trade and 
wealth. But, when a kind of monopoly, by consent, has put this 
general commodity into a few hands, it may need regulation, though 
what the stated rate of interest should be, in the constant change of 
affairs, and flux of money, is hard to determine. Possibly it may be 
allowed, as a reasonable proposal, that it should be within such bounds, 
as should not, on the one side, quite eat up the merchant's and trades- 
men's profit, and discourage their indnstry ; nor, on the other hand, so 
low, as should hinder men from risquing their money in other men's 
hands, and so rather chuse to keep it out of trade, than venture it 
upon so small profit. When it is too high, it so hinders the merchant's 
gain, that he will not borrow ; when too low, it so hinders the monied- 
man's profit, that he will not lend \ and both these ways it is an hin- 
drance to trade. 

But this being, perhaps, too general and loose a rule, let me add, 
that if one would consider money and land alone, in relation one tP 
another, perhaps it is now at six per cent, in as good a proportion as is 
possible ; six per cent, being a little higher than land at twenty years 
purchase, which is the rate pretty near, that land has generally carried 
in England, it never being much over, nor under. For supposing ;£ 100 
in money, and land of ;^5 per ann. be of equal value, which is land at 
twenty years purchase ; it is necessary for the making their value truly 
equal, that they should produce an equal income, which the ;^ioo at £^ 
per cent, interest is not likely to do. 

1. Because of the many, and sometimes long intervals of barrenness, 
which happen to money more than land, Money at use, when re» 
turned into the hands of the owner, usually lies dead there, till he gets 
a new tenant for it, and can put it out again ; and all this time it pro- 
duces nothing. But this happens not to land, the growing product 
whereof turns to account to the owner, even when it is in his hands, or 
is allowed for by the tenant, antecedently to his entering upon the 
farm. For though a man, that borrows money at Midsummer, never 
begins to pay his interest from our Lady-day, or one moment back- 
wards ; yet he, who rents a farm at Midsummer, may have as much 
reason to begin his rent from our Lady-day, as if he had entered upon 
it at that term. 

2. Besides the dead intervals of ceasing profit, which happen to 
money more than land, there is another reason why the profit and 



264 CONSIDERATIONS OF THE LOWERING OF INTEREST, 

income of money lett out, should be a little higher than that of land ; 
and that is, because money out at interest, runs a greater risque than 
land does. The borrower may break, and run away with the money, 
and then not only the interest due, but all the future profit, with the 
principal, is lost for ever. But in land a man can lose but the rent 
due, for which usually too the stock upon the land is sufficient security : 
and, if a tenant run away in arrear of some rent, the land remains ; 
that cannot be carried away or lost Should a man purchase good 
land in Middlesex of ;^5 per ann. at twenty years purchase, and other 
land in Rumney-marsh, or elsewhere, of the same yearly value, but so 
situated, that it were in danger to be swallowed of the sea, and be 
utterly lost, it would not be unreasonable, that he should expect to 
have it under twenty years purchase ; suppose sixteen and an half ; 
this is to bring it to just the case of land at twenty years purchase 
and money at six per cent where the uncertainty of securing one's 
money may well be allowed that advantage of greater profit; and 
therefore, perhaps, the legal interest now in England at six per cent is 
as reasonable and convenient a rate as can well be set by a standing 
rule, especially if we consider that the law requires not a man to pay 
six per cent but ties up the lender from taking more. So that if ever 
it falls of itself, the monied-man is sure to find it, and his interest will 
be brought down to it 

High interest is thought by some a prejudice to trade : but if we 
look back, we shall find, that England never throve so well, nor was 
there ever brought into England so great an increase of wealth since, 
as in queen Elizabeth's and king James I. and king Charles I. time, 
when money was at ten and eight per cent I will not say high interest 
was the cause of it For I rather think that our thriving trade was the 
cause of high interest, every one craving money to employ in a profit- 
able commerce. But this, I think, I may reasonably infer from it, 
that the lowering of interest is not a sure way to improve either our 
trade or our wealth. 

To this I hear some say. That the Dutch, skilful in all arts of pro- 
moting trade, to out-do us in this, as well as all other advancements of 
it, have observed this rule, viz.. That when we sell interest in England 
from ten to eight, they presently sunk interest in Holland to four per 
cent And again, when we lowered it to six, they fell it to three per 
cent, thereby to keep the advantage, which the lowness of interest gives 
to trade. From whence these .men readily conclude. That the falling 
of interest will advance trade in England. To which I answer, 

I. That this looks like an argument rather made for the present 
occasion, to mislead those who are credulous enough to swallow it, 
than arising from true reason, and matter of fact. For, if lowering of 
interest were so advantageous to trade, why did the Dutch so con- 
stantly take their measures only by us, and not as well by some other 
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of their neighbours, with whom they have as great, or greater commerce 
than with us ? This is enough, at first sight, to make one suspect this 
to be dust, only raised to throw in people's eyes, and a suggestion made 
to serve a purpose. For, 

2. It will not be found true, That when we abated interest here in 
England to eight, the Dutch sunk it in Holland to four per cent by 
law ; or that there was any law made in Holland to limit the rate of 
interest to three per cent, when we reduced it in England to six. It is 
true, John de Witt, when he managed the affairs of Holland, setting 
himself to lessen the publick debts, and having actually paid some, and 
getting money in readiness to pay others, sent notice to all the 
creditors, that those, who would not take four per cent should come 
and receive their money. The creditors finding him in earnest, and 
knowing not how otherwise to employ their money, accepted his terms, 
and changed their obligations into four per cent whereas before they 
were at five, and so (the great loans of the country being to the state) 
it might be said in this sense, That the rate of interest was reduced 
lower at that time ; but that it was done by a law, forbidding to take 
higher interest than four per cent that I deny, and require any one to 
shew. Indeed, upon good security, one might lately have borrowed 
money in Holland at three, and three and an half per cent but not by 
virtue of any law, but the natural rate of interest. And I appeal to the 
men, learned in the law of Holland, whether last year (and I doubt not 
but it is so still), a man might not lawfully lend his money for what 
interest he could get, and whether in the courts he should not recover 
the interest he contracted for, if it were ten per cent So that, if money 
be to be borrowed by honest and responsible men, at three, or three 
and an half per cent, it is not by the force of statutes and edicts, but 
by the natural course of things ; which will always bring interest upon 
good security low, where there is a great deal of money to be lent, and 
little good security, in proportion, to be had. Holland is a country, 
where the land makes a very little part of the stock of the country. 
Trade is their great fund ; and their estates lie generally in money : so 
that all, who are not traders, generally speaking, are lenders : of which 
there are so many, whose income depends upon interest, that if the 
States were not mightily in debt, but paid every one their principal, 
instead of the four per cent, use, which they give, there would be so 
much more money than could be used, or would be ventured in trade, 
that money there would be at two per cent, or under, imless they found 
a way to put it out in foreign countries. 

Interest, I grant these men, is low in Holland : but it is so, not as 
an effect of law, or the politick contrivance of the government, to pro- 
mote trade ; but as the consequence of great plenty of ready money, 
when their interest first fell I say, when it first fell : for being once 
brought low, and the publick having borrowed a great part of private 
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men's money, and continuing in debt, it niust continue so, though the 
plenty of nrioney, which first brought interest low, were very much 
decayed, and a great part of their wealth were really gone. For the 
debt of the state affording to the creditors a constant yearly income, 
that is looked on as a safe revenue, and accounted as valuable as if it 
were in land ; and accordingly they buy it one of another : and whether 
there be any money in the publick coffers or no, he, who has to the 
value of ;^ 1 0,000 owing him from the States, may sell it every day in 
the week, and have ready money for it : this credit is so g^eat an 
advantage to private men, who know not else what to do with their 
stocks, that, were the States now in a condition to begin to pay their 
debts, the creditors, rather than take their money out, to lie dead by 
them, would let it stay in, at lower interest, as they did some years 
since, when they were called on to come and receive their money. 
This is the state of interest in Holland : their plenty of money, and 
paying their publick debts, some time since lowered their interest, 
But it was not done by the command and limitation of a law, nor in 
conisequence of our reducing it here by law to six per cent For I deny, 
that there is any law there yet, to forbid lending of money for above 
three, or six, or ten per cent. Whatever some here suggest, every one 
there may hire out his money, as freely as he does anything else, for 
what rate he can get ; and the bargain being made, the law will enforce 
the borrower to pay it. 

I grant low interest, where all men consent to it, is an advantage to 
trade, if merchants will regulate their gains accordingly, and men be 
persuaded to lend to them ; but can it be expected, when the publick 
gives seven or eight, or ten per cent, that private men, whose security 
is certainly no better, shall have for four.-* And can there be any thing 
stranger, than that the same men, who look on, and therefore allow 
high use as an encouragement to lending to the Chequer, should think 
low use should bring money into trade ? The States of Holland, some 
few years since,* paid but four per cent, for the money they owed : if 
you propose them for an example, and interest be to be regulated by a 
law, try whether you can d© so here, and bring men to lend it to the 
publick at that rate. This would be a benefit to the kingdom, and 
abate a great part of our publick charge. If you cannot do that, con- 
fess, that it is not the law in Holland has brought the interest there sq 
low, but something else, and that which will make the States, or any 
body else, pay dearer now, if either their credit be less, or their money 
there be scarcer. 

An infallible sign of your decay of wealth is the falling of rents, and 
the raising of them would be worth the nation's care, for in that, and 
not in the falling of interest, lies the true advantage of the landed- 
man, and with him of the publick. It may be therefore, not besides 
our present business, to enquire into the cause of the falling of rent^ 
in England. 
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1. Either the land is grown barrener, and so the product is less, and 
consequently the money to be received for that product is less. For 
it is evident, that he whose land was wont to produce 100 bushels of 
wheat, communibus annis, if by long tillage and husbandry it will now 
produce but 50 bushels, the rent will be abated half. But this cannot 
be supposed general 

2. Or the rent of that land is lessened, i. Because the use of the 
commodity ceases : as the rent must fall in Virginia, were taking of 
tobacco forbid in England^ 2. Or because something else supplies 
the room of that product : as the rate of coppice lands will fall upon 
the discovery of coal mines. 3. Or, because the markets are supplied 
with the same commodity cheaper from another place : as the breed- 
ing counties of England must needs fall their rents, by the importa- 
tion of Irish cattle. 4. Or, because a tax laid on your native commo- 
dities, make what the farmer sells cheaper ; and labour, and what he 
buys, dearer. 

3. Or, the money in the country is less. For the exigencies and uses 
of money not lessening with its quantity, and it being in the same pro- 
portion to be employed and distributed still, in all the parts of its cir- 
culation, so much as its quantity is lessened, so much must the share 
of every one that has a right to this money be the less ; whether he be 
the landholder, for his goods ; or labourer, for his hire ; or merchant, * 
for his brokerage. Though the landholder usually finds it first. Be- 
cause money failing, and falling short, people have not so much money 
as formerly to lay out, and so less money is brought to market, by 
which the price of things must necessarily fall. The labourer feels it 
next. For, when the landholder's rent falls, he must either bate the 
labourer's wages, or not employ, or not pay him ; which either way 
makes him feel the want of money. The merchant feels it last. For 
though he sells less, and at a lower rate, he buys also our native com- 
modities, which he exports at a lower rate too : and will be sure to 
leave our native commodities unbought, upon the hands of the farmer, 
or nianufacturer, rather than export them to a market, which will not 
afford him returns with profit. 

If one-third of the money employed in trade, were locked up, or 
gone out of England, must not the landholders necessarily receive one 
tiiird less for their goods, and consequently rents fall ; a less quantity 
of money by one third being to be distributed amongst an equal num- 
ber of receivers? Indeed, people not perceiving the money to be gone, 
are apt to be jealous one of another ; and each suspecting another's 
inequality of gain to rob him of his share, every one will be employing 
his skill, and power, the best he can, to retrieve it again, and to bring 
money into his pocket, in the same plenty as formerly. But this is but 
scrambling amongst ourselves, and helps no more against our want, 
than the pulling off a short coverlet will, amongst children that lie 
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together, preserve them all from the cold. Some will starve, unless 
the father of the family provide better, and enlarge the scanty cover- 
ing. This pulling and contest is usually between the landed-man and 
the merchant. For the labourer's share, being seldom more than a 
bare subsistence, never allows that body of men, time, or opportunity 
"to raise their thoughts above that, or Struggle with the richer for theirs 
(as one common interest) unless when some conmion and great dis- 
tress, uniting them in one universal ferment, makes them forget respect, 
and emboldens them to crave their wants with armed force : and then 
sometimes they break in upon the rich, and sweep all like a deluge. 
But this rarely happens but in the male-administration of neglected, or 
mismanaged government 

The usual struggle and contest, as I said before, in the decays of 
wealth and riches, is between the landed-man, and the merchant, with 
whom I may here join the monied-man. The landed-man finds him- 
self aggrieved, by the falling of his rents, and the streightening of his 
fortime, whilst the monied-man keeps up his gain, and the merchant 
thrives and grows rich by trade. These, he thinks, steal his income into 
their pockets, build their fortunes upon his ruin, and ingross more of 
the riches of the nation than comes to their share. He, therefore, 
endeavours, by laws, to keep up the vaRie of lands which he suspects 
lessened by the other's excess of profit : but all in vain. The cause is 
mistaken, and the remedy toa It is not the merchant's nor monied- 
man's gains that makes land fall : but the want of money and lessen- 
ing of our treasure, wasted by extravagant expences, and a mismanaged 
trade, which the land always first feels. If the landed-gentleman wiU 
have, and by his example make it fashionable to have, more claret, 
spice, silk, and other foreign consumable wares, than our exportation 
of commodities does exchange for ; money must unavoidably follow to 
balance the account, and pay the debt. And therefore, I fear that an- 
other proposal I hear talked of, to hinder the exportation of money and 
bullion, will shew more our need of care to keep our money from going 
from us, than a way and method how to preserve it here. 

It is death in Spain to export money : and yet they, who furnish all 
the world with gold and silver, have least of it amongst themselves. 
Trade fetches it away from that lazy and indigent people, notwith- 
standing all their artificial and forced contrivances to keep it there. It 
follows trade, against the rigour of their laws ; and their want of foreign 
commodities makes it openly be carried out at noon-day. Nature has 
bestowed mines on several parts of the world : but their riches are only 
for the industrious and frugal Whomsoever else they visit, it is with 
the diligent and sober only they stay. And if the virtue and provident 
way of living of our ancestors (content with our native conveniences 
of life, without the costly itch after the materials of pride and luxury 
from abroad) were brought in fashion and countenance a^in amongst 
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US ; this alone would do more to keep and increase our wealth, and 
enrich our land, than all our paper helps, about interest, money, bul- 
lion, &c, which however eagerly we may catch at, will not, I fear, with- 
out better husbandry, keep us from sinking, whatever contrivances we 
may have recourse to* It is with a kingdom as with a family. Spend- 
ing less than our own commodities will pay for, is the sure and onlj^ 
way for the nation to grow rich. And when that begins once seriously 
to be considered, and our faces and steps are in earnest turned that 
way, we may hope to have our rents rise, and the publick stock thrive 
again. Till then, we in vain, I fear, endeavour with noise, and weapons 
of law, to drive the v/jolf from our own to one another's doors : the 
breed ought to be extirpated out of the island. For want, brought in 
by ill-management, and nursed up by expensive vanity, will make the 
nation poor and spare nobody. 

If three millions were necessary for the carrying on the trade of 
England, whereof one million were for the landholder to maintain him; 
another were for the payment of the labourer and handicraftsman : 
and the third were the share of the brokers, coming to them for their 
care and pains in distributing ; if one million of this money were gone 
out of the kingdom, must there not be one-third less to be shared 
amongst them for the product of their land^ their labour and .their dis- 
tribution ? I do not say they will feel it at the same time. But the 
landholder having nothing, but what the product of his land will yield; 
and the buyer, according to the plenty, or scarcity of money he has, 
always setting the price upon what is offered to sale ; the landholder 
must be content to take the market-rate for what he brings thither ; 
which always following the scarcity or plenty of money, if any part of 
our money be gone, he is sure first to find it in the price of his com- 
modities. For the broker and merchant, though he sell cheaper, yet 
he buys cheaper too : and he will be sure to get by his returns, or let 
alone a commodity, which will not produce him gain ; and whatso- 
ever is so alone> and left upon hands, always turns to the land- 
holder's loss. 

Supposing that of our woollen manufacture, foreign markets took off 
one half, and the other half were consumed amongst ourselves : if a 
sensible part (as one-third) of our coin were gone, and so men had 
equally one-third less money than they had, (for it is certain, it must 
be tantamount, and what I escape of one-third less, another must make 
up) it would follow, that they would have less to lay out in cloaths, as 
well as other things, and so would wear them longer, or pay less for 
them. If a clothier finds a want of vent, he must either sell cheaper, 
or not at all ; if he sell cheaper, he must also pay less, both for wool 
and labour ; and if the labourer hath less wages, he must also pay less, 
for corn, butter, cheese, flesh, or else forbear some of these quite. In 
all which cases, the price of wool, com, flesh, and the other products 
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of land are brought down, and the land bears the greatest part of the 
loss. For wherever the consumption, or vent of any commodity is 
stopt, there the stop continues on, till it comes to the landholder. And, 
wherever the price of any commodity begins to fall, how many hands 
soever there be between that and the landholder, they all take? reprisals 
one upon another, till at last it comes to the landholder, and there the 
abatement of price, of any of his commodities, lessens his income, and 
is a clear loss. The owner of land, which produces the commodity, 
and the last buyer who consumes it, are the two extremes in commerce. 
An<J though the falUng of any sort of commodity in the landholder's 
hand does not prove so to the last consumer, the arts of intervening 
brokers and ingrossers keeping up the price to their own advantage, 
yet, whenever want of money, or want of desire in the consumer, make 
the price low, that immediately reaches the first producer : nobody be- 
tween having any interest to keep it up. 

Now as to the two first causes of falling of rents, falling of interest 
has no influence at all. In the latter it has a great part, because it 
makes the money of England less, by making both Englishmen and 
foreigners withdraw, or withhold their money. For that which is not 
let loose into trade, is all one whilst hoarded up, as if it were not in 
being. 

I have heard it brought for a reason, why interest should be reduced 
to four per cent * That thereby the landholder who bears the burden 
of the pubUc charge, njay be in some degree eased by the falling of 
interest' 

This argument will be put right, if you say it will ease the borrower, 
and lay the loss on the lender : but it concerns not the land in gene- 
ral, unless you will suppose all landholders in debt. But I hope we 
may yet think that men in England, who have land, have money too ; 
and that landed-men, as well as others, by their providence and good 
husbandry, accommodating their expenses to their income, keep them- 
selves from going backward in the world. 

That which is urged, as most deserving consideration and remedy in 
the case is, 'That it is hard and unreasonable, that one, who has mort- 
gaged half his land, should yet pay taxes for the whole, whilst the 
mortgagee goes away with the clear profit of an high interest.' To 
this I answer : 

I. That, if any man has run himself in debt for the service of his 
country, it is fit the publick should reimburse him, and set him free. 
This is a care that becomes the publick justice. That men, if they 
receive no rewards, should at least be kept from suffering, in having 
served their country. But I do not remember the polity of any 
nation, who altered their constitution in favour of those, whose mis- 
management had brought them behind-hand ; possibly, as thinking 
the publick little beholden to those, who had misemployed the stock 



fOiilf LdCftE Oj^ tHM t^AlM OF MOI^El*. ift 

of their country in the excess of their private expences, and, by their 
example, spread a fashion, that carries ruin with it Men's paying 
taxes of mortgaged lands, is a punishment for ill-husbandry, which 
Ought to be discouraged : but it concerns very little the frugal and 
the thrifty. 

2. Another thing to be said in reply to this, is, That it is with gen- 
tlemen in the country, as with tradesmen in the city. If they will 
own titles to greater estates than really they have, it is their own 
faults, and there is no way left to help them from paying for them. 
The remedy is in their own hands, to discharge themselves when they 
please. And when they have once sold their land, and paid their 
debts, they will no longer pay taxes for what they own, without being 
really theirs. There is another way also, whereby they may be relieved, 
as well as a great many other inconveniencies remedied ; and that is 
by a registry : for if the mortgages were registered, land-taxes might 
reach them, and order the lender to pay his proportion. 

I have met with patrons of four per cent, who (amongst many 
other fine things they tell us of) affirm, * That if interest were reduced 
to four per cent., then some men would borrow money at this low rate, 
and pay their debts ; others would borrow more than they now do, 
and improve their land ; others would borrow more, and employ it in 
trade and manufacture.' Gilded words, indeed, were there anything 
substantial in them ! These men talk, as if they meant to shew us, 
not only the wisdom, but the riches of Solomon, and would make 
gold and silver as common as stones in the street : but at last, I fear, 
it will be but wit without money, and I wish it amount to that It is 
without question, that could the countryman and the tradesman take 
up money cheaper than now they do, every man would be forward to 
borrow, and desire that he might have other men's money to employ 
to his advantage. I confess, those who contend for four per cent 
have found out a way to set men's mouths a watering for money at 
that rate, and to increase the number of borrowers in England ; if 
any body can imagine it would be an advantage to increase them. 
But to answer all their fine projects, I have but this one short ques- 
tion to ask them : will four per cent, increase the number of the 
lenders ? If it will not, as any man at the very first hearing will 
shrewdly suspect it will not, then all the plenty of money, these con- 
jurers bestow upon us, for improvement of land, paying of debts, and 
advancement of trade, is but like the gold and silver, which old 
women believe other conjurers bestow sometimes, by whole lapfuls, on 
poor credulous girls, which, when they bring to the light, is found to 
be nothing but withered leaves ; and the possessors of it are still a.s 
much in want of money as ever. 

Indeed, I grant it would be well for England, and I wish it were so, 
that the plenty of money were so great amongst us, that every man 
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could borrow, as much as he could use in trade, for four per cent, nay, 
that men could borrow as much as they could employ for six per cent 
But even at that rate, the borrowers already are far more than the 
lenders. Why else doth the merchant, upon occasion, pay six per 
cent, and often above that rate, for brokage? And why doth the 
country gentleman of £1000 per ann. find it so difficult, with all the 
security he can bring, to take up £1000. All which proceeds from 
the scarcity of money, and bad security ; two causes which will not be 
less powerful, to hinder borrowing, after the lowering of interest ; and 
I do not see how any one can imagine that reducing use to four per 
cent, should abate their force, or how lessening the reward of the 
lender, without diminishing his risque, should make him more forward 
and ready to lend. So that these men, whilst they talk, that at four 
per cent men would take up and employ more money to the publick 
advantage, do but pretend to multiply the number of borrowers among 
us, of which it is certain we have too many already. While they thus 
set men a longing for the golden days of four per cent methinks they 
use the poor indigent debtor, and needy tradesman, as I have seen 
prating jackdaws do sometimes their young, who, kawing and flutter- 
ing about the nest, set all their young ones a gaping ; but, having 
nothing in their empty mouths but noise and air, leave them as hungry 
as tliey were before. 

It is true, these men have found out by a cunning project, how, by 
the restraint of a law, to make the price of money one third cheaper, 
and then they tell John a Nokes that he shall have ;^io,ooo of it to 
employ in merchandise, or cloathing ; and John a Stiles shall have 
;^2o,ooo more to pay his debts ; and so distribute this money as freely 
as Diego did his legacies, which they are to have, even where they 
can get them. But still these men can instruct the forward bor- 
rowers, where they shall be furnished, they have perhaps done some- 
thing to increase men's desire, but not made money one jot easier to 
come by. And, till they do that, all this sweet jingling of money in 
their discourses, goes just to the tune of, * If all the world were oat- 
meaL' Methink these undertakers, whilst they have put men in 
hopes of borrowing more plentifully, at easier rates, for the supply of 
their wants and trades, had done better to have bethought themselves 
of a way how men need not borrow upon use at all ; for this would 
be much more advantageous, and altogether as feasible. It is as easy 
to distribute twenty pair of shoes amongst thirty men, if they pay 
nothing for them at all, as if they paid 4s. a pair ; ten of them Cnot- 
withstanding the statute-rate should be reduced from 6s. to 4s. a pair) 
will be necessitated to sit still barefoot, as much as if they were to 
pay nothing for shoes at all. Just so is it in a country, that -wants 
money in proportion to trade. It is as easy to contrive how every 
man shall be supplied with what money he needs (/.^. can employ in 
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improvement of land, paying his debts, and returns of his trade) for 
nothing, as for four per cent Either we have akeady more money 
than the owners will lend, or we have not. If part of the money, 
which is now in England, will not be lent at the rate interest is at 
present at, will men be more ready to lend, and borrowers be furnished 
for rfl those brave purposes, more plentifully, when money is brought 
to four per cent. ? If people do already lend all the money they have, 
above their own occasions, whence are those, who will borrow more 
at four per cent, to be supplied ? Or is there such plenty of money, 
and scarcity of borrowers, that there needs the reducing of interest to 
four per cent to bring men to tak# it ? 

All the imaginable ways of increasing money in any country, are 
these two : either to dig it in the mines of our own, or get it from 
our neighbours. That four per cent is not of the nature of the 
deusing-rod, or virgula divina, able to discover mines of gold and 
silver, I believe will easily be granted me. The way of getting from 
foreigners, is either by force, borrowing, or trade. And whatever 
ways, besides these, men may fancy, or propose, for increasing of 
money, (except they intend to set up for the philosopher's stone) , 
would be much the same with a distracted man's device, that I knew, 
who, in the beginning of his distemper, first discovered himself to be 
out of his wits, by getting together and boiling a great number of 
groats, with a design, as he said, to make them pUm, i,e, grow thicker. 
That four per cent will raise armies, discipline soldiers, and make 
men valiant, and fitter to conquer countries, and enrich themselves 
with the spoils, I think was never pretended. And that it will not 
bring in more of our neighbour's money upon loan, than we have at 
present amongst us, is so visible in itself, that it will not need any 
proof; the contenders for four per cent looking upon it as an undeni- 
able truth, and making use of it as an argument, to shew the advan- 
tage it will be to the nation, by lessening the use paid to foreigners, 
who upon falling of use will take home their money. And, for the 
last way of increasing our money, by promoting of trade, how much 
lowering of interest is the way to that, I have, I suppose, shewed ypii 
already. 

Having lately met with a little tract, entituled, * A Letter to a friend 
concerning usury,' printed this present year, 1690 ; which gives in 
short, the arguments of some treatises printed many years since, for 
the lowering of interest ; it may not be amiss consider them. 

' I. An high interest decays trade. The advantage from interest is 
greater than the profit from trade, which makes the rich merchants 
give over, and put out their stock to interest, and the lesser merchants 
break.' 

Answ. This was printed in 1621, when interest was at ten per cent 
And whether England had ever a more flourishing trade than at that' 
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time, must be left to the judgment of those, who have considered the 
growing strength and riches of this kingdom in Queen Elizabeth's and 
King James I.'s reigns. Not that I impute it to high interest, but to 
other causes I have mentioned, wherein usury had nothing to do. 
But if this be thought an argument now in 1690, when the legal 
interest is six per cent., I desire those, who think fit to ncvake use of 
it, to name those rich merchants, who have. given over, and put out 
their stocks to interest. 

2. ' Interest being at ten per cent and in Holland at six, our neigh- 
bour merchants undersell us.' 

Answ. The legal interest being here now at six per cent, and in 
Holland not limited by law, our neighbour merchants undersell us, 
because they live more frugally, and are content with less profit 

3. * Interest being lower in Holland than in England, their contri- 
butions to war, works of piety, and all charges of the state, are cheaper 
to them than to us.' 

Answ. This needs a little explication. Contributions, greater or 
less, I understand : but contributions cheaper or dearer, I confess I 
do not. If they manage their wars and charges cheaper than we, the 
blame is not to be laid on high or low interest 

4. * Interest being so high, prevents the building of shipping, which 
is the strength and safety of our island, most merchant-ships being 
built in Holland.' 

Answ. Though this argument be now gone, such ships being pro- 
hibited by a law, I will help the author to one as good. The Dutch 
buy our rape-seed, make it into oil, bring it back to us, and sell it 
with advantage. This may be as well said to be from high interest 
here, and low there. But the truth is, the industry and frugality of 
that people, makes them content to work cheaper, and sell at less 
profit than their neighbours, and so get the trade from them. 

5. * The high rate of usury makes land sell so cheap, being not 
worth more than fourteen or fifteen years purchase ; whereas in Hol- 
land, where interest is at six, it is worth above twenty-five. So that 
a low interest raises the price of land. Where money is dear, land is 
cheap.' 

Answ. This argument plainly confesses, that there is something else 
regulates the price of land, besides the rate of interest ; else, when 
money was at ten per cent, here, should land have been at ten years 
purchase, whereas he confesses it then to have been at fourteen or 
fifteen. One may suppose, to favour his hypothesis, he was not 
forward to speak the most of it And interest, as he says, being at 
six per cent in Holland, land there should have sold, by that rule, for 
sixteen and an half years purchase ; whereas he says, it was worth 
about twenty-five. And Mr. Manly says, p. 33, * That money in France 
being at seven per cent, noble land sells for thirty-four and thirty-five 
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years purchase, and ordinary land for twenty-five.' So that the true 
conclusion from hence i^, not what our author makes, but this ; That 
it is not the legal interest, but something else, that governs the rate 
of land. I grant his position. That where money is dear, land is 
cheap, and vice versd. But it must be so by the natural, not legal 
interest.* For, where money will be lent on good security, at four or 
five per cent., it is a demonstration that there is more than will be 
ventured on ordinary credit in trade. And when this plenty becomes 
general, it is a sign there is more money than can be employed in 
trade ; which cannot but put many upon seeking purchases, to lay it 
out in land, and to raise the price of land, by making more buyers than 
sellers. 

6. * It is not probable lenders will call in their money, when they 
* cannot make greater interest any where. Besides, their security upon 
' land will be better.' 

Answ. Some unskilful and timorous men will call in their money ; 
others put it into the banker's hands. But the bankers and skilful will 
keep it up, and not lend it, but at the natural use, as we have shown. 
But how securities will be mended, by lowering of interest, is, I con^. 
fess, beyond my comprehension. 



OF RAISING OUR COIN. 

Being now upon the consideration of interest and money, give me 
leave to say one word more on this occasion, which may not be wholly 
unseasonable at this time. I hear a talk up and down of raising our 
money, as a means to retain our wealth, and keep our money from 
being carried away. I wish those, that use the phrase of raising our 
money, had some clear notion annexed to it ; and that then they would 
examine, * Whether, that being true, it would at all serve to those ends, 
for which it is proposed ?' 

The raising of money, then, signifies one of these two things ; either 
raising the value of our money, or raising the denomination of our coin. 

The raising the value of money, or any thing else, is nothing, but 
the making a less quantity of it exchange for any other thing, that 
would have been taken for it before, v. g. If 5s. will exchange for, or, 
(as we call it) buy a bushel of wheat ; if you can make 4s. buy another 
bushel of the same wheat, it is plain the value of your money is raised, 
in respect of wheat, one fifth. But thus nothing can raise, or fall the 
value of your money, but the proportion of its plenty, or scarcity, in 
proportion to the plenty, scarcity, or vent of any other commodity, 
with which you compare it, or for which you would exchange it. And 
thus silver, which makes the intrinsick vsdue of money, compared with 
itself, under any stamp, or denomination of the same, or different coun- 
tries, cannot be raised For an ounce of silver, whether in pence, 
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groats, or crown-pieces, stivers, or ducatoons, or in bullion, is and al- 
ways eternally will be, of equal value to any other ounce of silver, un- 
der what stamp, or denomination soever ; unless it can be shewn that 
any stamp can add any new or better qualities to one parcel of silver, 
which another parcel of silver wants. 

Silver, therefore, being always of equal value to silver, the value of 
coin, compared with coin, is greater, less, or equal, only as it has more, 
less, or equal silver in it : and in this respect, you can by no manner 
of way raise, or fall your money. Indeed most of the silver of the 
world, both in money and vessels, being alloyed (i. e. mixed with some 
baser metals) fine silver, (i. e. silver separated from all alloy) is usually 
dearer than so much silver alloyed, or mixed with baser metals! Be- 
cause, besides the weight of the silver, those who have need of fine 
(i. e. unmixed silver ; as gilders, wire-drawers, &c.) must, according to 
their need, besides an equal weight of silver, mixed with other metals, 
give an overplus to reward the refiner's skill and pains. And in this 
case, fine silver; and alloyed or mixed silver, are considered as two dis- 
tinct commodities. But no money being coined here, or almost any 
where, of pure, fine silver, this C9ncems not the value of money at all ; 
wherein an equal quantity of silver is always of the same value with 
an equal quantity of silver, let the stamp, or the denomination be what 
it will. 

All then, that can be done in this great mystery of raising money, is 
only to alter the denomination, and call that a crown now, which be- 
fore, by the law, was but a part of a crown. For example : supposing, 
according to the standard of our law, 5s. or a crown, were to weigh an 
ounce, (as it does now, wanting about 16 grains) whereof one-twelfth 
were copper, and eleven-twelfths silver, (for thereabouts it is) it is plain 
here, it is the quantity of silver gives the value to it. For let another 
piece be coined of the same weight, wherein half the silver is taken 
out, and copper, or other alloy, put into the place, every one knows it 
will be worth but half as much. For the value of the alloy is so in- 
considerable as not to be reckoned. This crown now must be raised 
and from henceforth our crown-pieces, coined one twentieth lighter ; 
which is nothing but changing the denomination, calling that a crown 
now, which yesterday was but a part, viz. nineteen twentieths of a 
crown ; whereby you have only raised 19 parts to the denomination 
formerly given to 20. For I think no body can be so senseless as to 
imagine, that 19 grains, or ounces of silver can be raised Jo the value 
of 20 ; or that 19 grains, or ounces of silver shall at the same time ex- 
change for, or buy as much corn, oil, or wine, as 20 ; which is to raise 
it to the value of 20. For if 19 ounces of silver can be worth 20 ounces 
of silver, or pay for as much of any other commodity, then 18, 10 or 
one ounce may do the same. For, if the abating one twentieth of the 
quantity of the silver of any coin, does not lessen its value, the abatin<' 



yOHlT LOCICM ON THE VALUM OF MONMV. 27? 

Jiineteen-twentieths of the quantity of the silver of any coin, will not 
abate its value. And so a single threepence, or a single penny, being 
called a crown, will buy as much spice, or silk, or any other commod- 
ity, as a crown piece, which contains 20 or 60 times as much silver : 
which is an absurdity so great, and I think no body will want eyes to 
see, and sense to disown. 

Now this raising your money, or giving a less quantity of silver the 
stamp and denomination of a greater, may be done two ways. 

1. By raising one species of your money. 

2. By raising all your silver coin, at once, proportionably ; wnich is 
the thing, I suppose, now proposed. 

I. The raising of one species of your coin, beyond its intrinsick 
value, is done by coining any one species, (which in account bears 
such a proportion to the other species of your coin) with less silver in 
it, than is required by that value it bears in your money. 

For example : a crown with us goes for 60 pence, a shilling for 12 
pence, a tester for 6 pence, and a groat for 4 pence : and accordingly, 
the proportion of silver in each of them, ought to be as 60, 12, 6, and 
4. Now, if in the mint there should be coined groats, or testers, that 
being of the same alloy with our other money, had but two-thirds of 
the weight, that those species are coined at now ; or else, being of the 
same weight, were so alloyed, as to have one third of the silver*, re- 
quired by the present standard, changed into copper, and should thus, 
by law, be made current ; (the rest of your silver money being kept to 
the present standard in weight and fineness) it is plain, those species 
would be raised one third part ; that passing for 6d. which had but the 
silver of 4d. in it ; and would be all one, as if a groat should by law be 
made current for 6d. and every 6d. in payment pass for Qd. This is 
truly raising these species : but is no more in effect, than if the mint 
should coin clipped money. And has, besides the cheat that is put 
by such base, or light money, on every particular man that receives it, 
that he wants one third of that real value, which the publick ought to 
secure him, in the money it obliges him to receive, as lawful and cur- 
rent. It has, I say, this great and unavoidable inconvenience to the 
publick ; that, besides the opportunity it gives to domestick coiners to 
cheat you with lawful money, it puts it into the hands of foreigners to 
fetch away your money, without any commodities for it For if they 
find that two penny weight of silver, marked with a certain impression, 
shall here in England be equivalent to 3d. weight marked with another 
impression, they will not fail to stamp pieces of that fashion ; and so 
importing that base and low coin, will, here in England, receive 3d. 
for 2d. and quickly carry away your silver in exchange for copper, or 
barely the charge of coinage. 

This is unavoidable in all countries, where any one species of their 
money is disproportionate in its intrinsick value, (i. e. in its due pro- 



^7^ CONSIDERATIONS OP THE LOWERING OP INTEREST. 

portion of silver to the rest of the money of that country) an incon- 
venience so certainly attending the aHowance of any base species of 
money to be current, that the king of France could not avoid it, with 
all his watchfulness. For though, by edict, he made his 4 sols pieces 
(whereof 15 were to pass for a French crown, though 20 of them had 
not so much silver in them, as was in a French crownpiece) pass in 
the inland parts of his kingdom, 15 for a crown in all payments ; yet 
he durst not make them current in the seaport towns, for fear that 
should give an opportunity to their importation. But yet this caution 
served not the turn : they were still imported ; and by this means, a 
great loss and damage brought upon his country. So that he was 
forced to cry them down, and sink them to near their intrinsick value. 
Whereby a great many particular men, who had quantities of that spe- 
cies in their hands, lost a great part of their estates ; and every one, 
that had any, lost proportionably by it - 

If we had groats, or sixpences, current by law amongst us, that 
wanted one third of the silver, which they now have by the standard, 
to make them of equal value to our other species of money ; who can 
imagine, that our neighbours would not presently pour in quantities of 
such money upon us, to the great loss and prejudice of the kingdom ? 
The quantity of silver, that is in each piece, or species of coin, being 
that, which makes its real and intrinsick value, the due proportions 
of silver ought to be kept in each species, according to tfie respective 
rate, set on each of them by law. And, when this is ever varied from, 
it is but a trick to serve some present occasion ; but is always with 
loss to the country, where the trick is played. 

2. The other way of raising money is by raising all your silver coin 
at once, the proportion of a crown, a shilling and a penny, in reference 
to one another, being still kept, (viz. That a shilling shall weigh one- 
fifth of a crown piece, and a pennyweight one twelfth of a shilling, in 
standard silver) but out of every one of these, you abate one-twentieth 
of the silver, they were wont to have in them. 

If all the species of money be, as it is called, raised, by making each 
of them to have one twentieth less of silver in them than formerly ; 
and so your whole money be lighter than it was : the following wiU be 
some of the consequences of it. 

I. It will rob all creditors of one-twentieth (or 5 per cent) of their 
debts, and all landlords one-twentieth of their quit-rents for ever ; and 
in all other rents, as far as their former contracts reach, (of 5 per cent) 
of their yearly income ; and this without any advantage to the debtor, 
or farmer. For he, receiving no more pounds sterling for his land, or 
commodities, in this new lighter coin, than he should have done of 
your old and weightier money, gets nothing by it If you say, yes, he 
will receive more crown, half-crown, and shilling pieces, for what he 
now sells for new money, than he should have done, if the money of 
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the old standard had continued ; you confess your money is not raised 
in value, but in denomination : since what your new pieces want in 
weight, must now be made up in their number. But, which way soever 
this falls, it is certain, the publick (which most men think ought to be 
the only reason of changing a settled law, and disturbing the common, 
current course of things) receives not the least profit by it. Nay, as 
we shall see by and by, it will be a great charge and loss to the king- 
dom. But this, at first sight, is visible ; that in all payments to be 
received upon precedent contracts, if your money be in effect 'raised, 
the receiver will lose 5 per cent For money having been lent, and 
leases and other bargains made, when money was of the same weight 
and fineness, that it is now, upon confidence that under the same 
name of pounds, shillings, and, pence, they should receive the same 
value, i. e. the same quantity of silver, by giving the denomination 
now to less quantities of silver by one-twentieth, you take from them 
5 per cent, of their due. 

When men go to market, to buy any other commodities with their 
new, but lighter money, they will find 20s. of their new money will 
buy no more of any commodity than 19 would before. For it not 
being the denomination, but the quantity of silver, that gives the value 
to any coin, 19 grains, or parts, of silver, however denominated, or 
marked, will no more be worth, or pass for, or buy so much of any 
other commodity, as 20 grains of silver will, than 19s. will pass for 2os. 
If any one thinks a shilling, or a crown in name, has its value from 
the denomination, and not from the quantity of silver in it, let it be 
tried ; and hereafter let a penny be called a shilling, or a shilling be 
called a crown. I believe no body would be content to receive his 
debts, or rents in such money : which, though the law should raise 
thus, yet he foresees he should lose eleven-twelfUis by the one, and by 
the other four-fifths of the value he received ; and would find his new 
shilling, which had no more silver in it than one twelfth of what a 
shilling had before, would buy him of com, cloth, or wine, but one- 
twelfth of what an old shilling would. This is as plainly so in the 
raising, as you call it, your crown to 5s. and 3d. or (which is the same 
thing) maldng your crown one twentieth lighter in silver. The only 
difference is, that the loss is so great, (it being eleven twelfUis) that 
every body sees, and abhors it at first proposal ; but, in the other (it 
being but one twentieth, and covered with the deceitful name of raising 
our money) people do not so readily observe it If it be good to raise 
the crown-piece this way, one twentieth this week, I suppose it will be 
as good and profitable to raise it as much again the next week. For 
there is no reason, why it will not be as good to raise it again, another 
one twentieth, the next week, and so on ; wherein, if you proceed but 
ten weeks successively, you will, by new-year's day next have every 
half-crown raised to a crown, to the loss of one-half of people's debts 
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and rents, aiid the king's revenue, besides the confusion of all your 
affairs j and, if you please to go on in this beneficial way of raising 
your money, you may, by the same art, bring a pennyweight of silver 
to be a crown. 

Silver, i,e, the quantity of pure silver, separable from the alloy, makes 
the real value of money. If it does not, coin copper with the same 
stamp and denomination, and see whether it will be of the same value; 
I suspect your stamp will make it of no more worth, than the copper 
money of Ireland is, which is its weight in copper, and no more. That 
money lost so much to Ireland, as it passed for, above the rate of cop- 
per. But yet I think nobody suffered so much by it, as he, by whose 
authority it was made current 

If silver give the value, you will say, what need is there then of the 
charge of coinage? May not men exchange silver by weight, for other 
things ; make their bargains, and keep their accounts in silver by 
weight ? This might be done, but it has these inconveniences : 

1. The weighing of silver to every one we had occasion to pay it 
to, would be very troublesome, for every one must carry about scales 
in his pocket 

2. Scales would not do the business. For, in the next place, every 
one cannot distinguish between fine and mixed silver : so that though he 
receive the full weight, he was not sure he received the full weight of 
silver, since there might be a mixture of some of the baser metals, 
which he was not able to discern. Those, who have had the care and 
government of politick societies, introduced coinage, as a remedy to 
those two inconveniences. The stamp was a warrantry of the pub- 
lick, that, under such a denomination, they should receive a piece 
of such a weight, and such a fineness ; that is, they shoidd receive so 
much silver. And this is the reason, why the counterfeiting the stamp 
is made the highest crime, and has the weight of treason laid upon 
it : because the stamp is the publick voucher of the intrinsick value. 
The royal authority gives the stamp ; the law allows and confirms the 
denomination : and both together give, as it were, the publick faith, as 
a security, that sums of money, contracted for, under such denomina- 
tions, shall be of such a value, that is, shall have in them so much 
silver. For it is silver, and not names, that pays debts, and purchases 
commodities. If therefore, I have contracted for twenty crowns, and 
the law then has required, that each of those crowns should have an 
ounce of silver ; it is certain my bargain is not made good, I am de- 
frauded (and whether the publick faith be not broken with me, I leave 
to be considered) if, paying me twenty crowns, the law allots them to 
be such as have but nineteen twentieths of the silver they ought to 
have, and really had in them, when I made my contract 

2. It diminishes all the king's revenue 5 per cent For.though the 
same number of pounds, shillings and pence are paid into the exche- 
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quer, as were wont, yet these names being given to coin that have each 
of them one twentieth less of silver in them ; and that being not a 
secret concealed from strangers, no more than from his own subjects, 
they will sell the king no more pitch, tar or hemp, for 20s. after the 
raising your money, than they would before for 19 : or, to speak in the 
ordinary phrase, they will raise their commodities 5 per cent, as you 
have raised your money 5 per cent. And it is well if they stop there. 
For usually in such changes, an outcry being made of your lessening 
your coin, those, who have to deal with you, taking the advantage of 
the alarm, to secure themselves from any loss by your new trick, raise 
their price even beyond the par of your lessening your coin. 

I hear of two inconveniences complained of, which it is proposed by 
this project to remedy. 

The one is the melting down of our coin : the other, the carrying 
away of our bullion. These are both inconveniences which, I fear, we 
lie under : but neither of them will be in the least removed, or pre- 
vented, by the proposed alteration of our money. 

I. It is past doubt that our money is melted down. The reason 
whereof is evidently the cheapness of coinage. For a tax on wine pay- 
ing the coinage, the particular owners paying nothing for it So that 
100 ounces of silver coined, comes to the owner at the same rate, as 
100 ounces of standard silver in bullion. For delivering into the 
mint his silver in bars, he has the same quantity of silver delivered 
out to him again in coin, without any charges to him. Whereby, if at 
any time he has occasion for bullion, it is the same thing to melt down 
our inilled money, as to buy bullion from abroad, or take it in exchange 
for other commodities. Thus our mint, to the only advantage of our 
officers, but at the public cost, labours in vain, as will be found. But 
yet this makes you not have one jot less money in England, than you 
would have otherwise ; but only makes you coin that, which otherwise 
would not have been coined, nor perhaps been brought hither : and 
being not brought hither by an over-balance of your exportation, can- 
not stay when it is here. It is not any sort of coinage does, or can 
keep your money here ; that wholly and only depends upon the balance 
of your trade. And had all the money in king Charles the II. and 
king James the II.'s time, been minted, according to his new proposal, 
this raised money would have been gone, as well as the other, and the 
remainder had been no more, nor no less than it is now. Though I 
doubt not but«the mint would have coined as much of it, as it has of 
our present milled money. The short is this : an over-balance of trade 
with Spain brings you in bullion ; cheap coinage, when it is here, car- 
ries it into the mint, and money is made of it ; but, if your exportation 
will not balance your importation in other parts of your trade, away 
must your silver go again, whether monied or not monied. For where 
goods do not, silver must, pay for the commodities you spend. 
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That this is so, will appear by the books of the mint, where may be 
seen how much milled money has been coined in the two last reigns. 
And in a paper I have now in my hands, (supposed written by a man 
not wholly ignorant in the mint) it is confessed, that whereas one- 
third of the current payments were some time since of milled money, 
there is not now one-twentieth. Gone then it is : but let not any one 
mistake and think it gone, because in our present coinage an ounce 
Avanting about 16 grains, is denominated a crown ; or that (as is now 
proposed) an ounce wanting 40 grains, being coined in one piece, and 
denominated a crown, would have stopped it, or will (if our money be so 
altered) for the future fix it here. Coin what quantity of silver you 
please, in one piece, and give it the denomination of a crown ; when 
your money is to go, to pay your foreign debts, (or else it will not go 
out at all) your heavy money (/. e, that which is weight according to 
its denomination, by the standard of the mint) will be that which will 
be melted down, or carried away in coin by the exporter, whether the 
pieces of each species be by the law bigger, or less. For, whilst coin- 
age is wholly paid for by a tax, whatever your size of money be, he 
that has need of bullion to send beyond sea, or silver to make plate, 
need but take milled money and melt it down, and he has it as cheap 
as if it were in pieces of eight, or other silver coming from abroad ; the 
stamp, which so well secures the weight of the milled money, costing 
nothing at alL 

To this perhaps will be said, that .if this be the effect of milled 
money, that it is so apt to be melted down, it were better to return to 
the old way of coining by the hammer. To which I answer, by no 
means. For, 

1. Coinage by the hammer less secures you from having a great part 
of your money melted down. For in that way there being a greater 
inequality in the weight of the pieces, some being too heavy, and some 
too light ; those, who know how to make their advantage of it, cull 
out the heavy pieces, melt them down, and make a benefit of the over- 
weight. 

2. Coinage by the hammer exposes you much more to &e danger of 
false coin. Because the tools are easily made and concealed, and the 
work carried on with fewer hands, and less noise than a mill ; whereby 
false coiners are less liable to discovery. 

3. The pieces not being so round, even, and fairly stamped, nor 
marked on the edges, are exposed to clipping, which milled money is 
not. 

Milled money is, therefore, certainly best for the publick. But, what- 
ever be the cause of melting down our milled money, I do not see how 
raising our money (as they call it) will at all hinder its being melted 
down. For if our crown-pieces should be coined one-twentieth lighter, 
why should that hinder them from being melted down, more than now? 
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The intrinsick value of the silver is not altered, as we have shewn al- 
ready : therefore that temptation to melt them down remains the same 
as before. 

* But they are lighter by one twentieth.' That cannot hinder them 
from being melted down. For half-crowns are lighter by half, and yet 
that preserves them not 

* But they are of less weight under the same denomination, and there- 
fore, they will not be melted down.* That is true, if any of these pre- 
sent crowns, that are one twentieth heavier, are current for crowns at 
the same time. For then they will no more melt down the new light 
crowns, than they will the old clipped ones, which are no more worth 
in coin and tale, than in weight and bullion. But it cannot be sup- 
posed, that men will part with their old and heavier money, at the 
same rate that the lighter, new coin goes at, and pay away their old 
crowns for 5 s. in tale, when at the mint they will yield them 5 s. 3d. 
And then if an old milled crown goes for 5s. 3d. and a new milled 
crown (being so much lighter) goes for a crown, what, I pray, will be 
the odds of melting down the one, or the other ? The one has one 
twentieth less silver in it, and goes for one twentieth less ; and so being 
weight they are melted down upon terms. If it be a convenience to 
melt one, it will be as much a convenience to melt the other : just as 
it is the same convenience to melt milled half-crowns as milled crowns, 
the one having, with half the quantity of silver, half the value. When 
the money is all brought to the new rate, L e, to be one twentieth 
lighter, and commodities raised as they will proportionably, what shall 
hinder the melting down of your money then, more than now, I would 
fain know ? If it be coined then, as it is now, gratis, a crown-piece, 
(let it be of what weight soever) will be as it is now, just worth its own 
weight in bullion of the same fineness ; for the coinage which is the 
manufactory about it, and makes all the difference, costing nothing, 
what can make the difference of value? And therefore, whoever wants 
bullion, will as cheaply melt down these new crowns, as buy bullion 
with them. The raising of your money cannot then (the act for free 
coin):ige standing) hinder its being melted down. 

Nor, in the next place, much less can it, as it is pretended, hinder 
the exportation of our bullion. Any denomination, or stamp, we shall 
give to silver here, will neither give silver a higher value in England, 
nor make it less prized abroad. So much silver will always be worth 
(as we have already shewed) so much silver, given in exchange one for 
another. Nor will it, when in your mint a less quantity of it is raised 
to a higher denomination (as when nineteen twentieths of an ounce 
has the denomination of a crown, which formerly belonged only to 
the whole 20) be one jot raised, in respect of any other commodity. 

You have raised the djenomination of your stamped silver one twen- 
tieth, or, which is all one, 5 per cent And men will presently raise 
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their commodities 5 per cent So that if yesterday 20 crowns would 
exchange for 20 bushels of wheat, or 20 yards of a certain sort of cloth, 
if you will to-day coin current crowns one twentieth lighter, and make 
them the standard, you will find 20 crowns will exchange for but 19 
bushels of wheat, or 19 yards of that cloth, which will be just as much 
silver for a bushel, as yesterday. So that, silver being of no more real 
value, by your giving the same denomination to a less quantity of it ; 
this will no more give in, or keep your bullion here, than if you had 
done nothing. If this were otherwise, you would be beholden (as some 
people foolishly imagine) to the clippers for keeping your money. For 
if keeping the whole denominatioa to a less quantity of silver, be rais- 
ing your money (as in effect it is all that is, or can be done in it, by 
this project of making your coin lighter) the clippers have sufficiently 
done that : and, if their trade go on a Uttle while longer, at the rate it 
has of late, and your milled money be melted down and carried away, 
and no more coined ; your money will, without the charge of new coin- 
age, be, by that sort of artificers, raised above five per cent when aU 
your current money shall be clipped, and made above one-twentieth 
lighter than the standard, preserving still its former denomination. 

It will possibly be here objected to me, that we see £ico of clipped 
money, above 5 per cent, lighter than the standard, will buy as much 
corn, cloth, or wine, as ;£ioo in milled money, which is above one 
twentieth heavier : whereby it is evident that my rule faUs, and that it 
is not the quantity of silver that gives the value to money, but its stamp 
and denomination. To which I answer, that men make their estimate 
and contracts according to the standard, upon supposition they shall 
receive good and lawful money, which is that of full weight : and so 
in effect they do, whilst they receive the current money of the country. 
For since ;^ioo of clipped money will pay a debt of ;^ioo as well as 
the weightiest milled money, and a new crown out of the mint will pay 
for no more flesh, fruit, or cloth, than five clipped shilhngs ; it is evi- 
dent that they are equivalent as to the purchase of any thing here at 
home, whilst no body scruples to take five clipped shillings, in ex- 
change for a weighty milled crown. But this will be quite otherwise 
as soon as you change your coin, and (to raise it as you call it) make 
your money one twentieth lighter in the mint ; for then no body will 
any more give an old crown of the former standard for one of the new, 
than he will now give you 5 s. 3d. for a crown : for so much then his 
old crown will yield him at the mint. 

Clipped and undipped money will always buy an equal quantity of 
any thing else, as long as they will without scruple change one for an- 
other. And this makes, that the foreign merchant, who comes to sell 
his goods to you, always counts upon the value of your money, by the 
silver that is in it, and estimates the quantity of silver by the standard 
of your mint ; though perhaps by reason of clipped, or worn money 
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amongst it, any sum that is ordinarily received is much lighter than 
the standard, and so has less silver in it than what is in a like sum, 
new coined in the mint But whilst clipped and weighty money will 
equally change one for another, it is all one to him, whether he re- 
ceive his money in clipped money, or no, so it be but current For if 
he buy other commodities here with his money, whatever sum he con- 
tracts for, clipped as well as weighty money equally pays for it. If he 
would carry away the price of his commodity in ready cash, ic is easily 
changed into weighty money ; and then, he has not only the sum in 
tale that he contracted for, but the quantity of silver he expected, for 
his commodities, according to the standard of our mini If the quan- 
tity of your clipped money be once grown so great, that the foreign 
merchant cannot (if he has a mind to it) easily get weight money for 
it, but having sold his merchandize, and received clipped money; finds 
a difficulty to procure what is weight for it ; ho will in selling his goods 
either contract to be paid in weighty money, or else raise the price of 
his commodities, according to the diminished quantity of silver, in 
your current coin. 

In Holland (ducatoons being the best money of the country, as well 
as the largest coin) men in payments received and paid those indif- 
ferently with the other money of the country ; till of late the coining 
of other species of money, of baser alloy, and in greater quantities, 
having made the ducatoons, either by melting down, or exportation, 
scarcer than formerly, it became difficult to change the baser money 
into ducatoons ; and since that, nobody will pay a debt in ducatoons, 
unless he be allowed half per cent or more, above the value they were 
coined for. 

To understand this, we must take notice, that guilders is th$ deno- 
mination, that in Holland they usually compute by, and make their 
contracts in. A ducatoon formerly passed at three guilders and three 
stuyvers, or sixty-three stuyvers. There were then (some- years since) 
began to be coined another piece, which was called a three guilders 
piece, and was ordered to pass fbr three guilders, or sixty stuyvers. 
But 21 three guilders pieces, which weie to pass for 63 guilders, not 
having so much silver in them as 30 ducatoons, which passed for the 
same sum of 63 guilders, the ducatoons were either melted down in 
their mints (for the making of these three guilders pieces, or yet baser 
money, with profit) or were carried away by foreign merchants ; who, 
when they carried hack the product of their sale in money, would be 
sure to receive their payment of the number of guilders they contracted 
for, in ducatoons, or change the money they received, into ducatoon? : 
whereby they carried home more silver, than if they had taken their 
payment in three guilders pieces, or any other species. Thus duca- 
toons became scarce. So that now, he that wiU be paid in ducatoons, 
must allow half per cent for them. And therefore the merchants, 
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when they sell any thing now, either make their bargain to be paid in 
ducatoons ; or if they contract for guilders in general, (which will be 
sure to be paid them in the baser money of the country) they raise the 
price of their commodities accordingly. 

By this example, in a neighbour country, we may see how our new 
milled money goes away. When foreign trade imports more than our 
commodities will pay for, it is certain we must contract debts beyond 
sea, and those must be paid with money, when either we cannot fur- 
nish, or they will not take our goods to discharge them. To have 
money beyond sea to pay our debts, when our commodities do not 
raise it, there is no other way but to send it thither. And since a 
weighty crown costs no more here than a light one, and our coin be- 
yond sea is valued no otherwise than according to the quantity of sil- 
ver it has in it, whether we send it in specie, or whether we melt it 
down here to send it in bullion, (which is the safest way, as not being 
prohibited) the weightiest is sure to go. But when so great a quantity 
of your money is clipped, or so great a part of your weighty money is 
carried away, that the foreign merchant, or his factor here, cannot 
have his price paid in weighty money, or such as will easily be changed 
into it, then every one will see (when men will no longer take five clip- 
ped shillings for a milled, or weighty crown) that it is the quantity of 
silver that buys commodities and pays debts, and not the stamp and 
denomination which is put upon it. And then too it ^ill be seen 
what a robbery is committed on the publick by clipping. Every grain 
diminished from the just weight of our money, is so much loss to the 
nation, which will one time or other be sensibly felt ; and which, if it 
be not taken care of, and speedily stopped, will in that enormous 
course it is now in, quickly, I fear, break out into open ill effects, and 
at one blow deprive us of a great part (perhaps near one fourth) of our 
money. For that will be really the case, when the increase of clipped 
money makes it hard to get weighty : when men begin to put a differ- 
ence of value between that which is weighty, and light money ; and 
will not sell their commodities, but for money that is weight, and will 
make their bargains accordingly. 

Let the country gentleman, when it comes to that pass, consider, 
what the decay of his estate will be ? When, receiving his rent in the 
tale of clipped shillings, according to his bargain, he cannot get them 
to pass at market for more than their weight. And he that sells him 
salt or silk, will bargain for 5s. such a quantity, if he pays him in fair, 
weighty coin, but in clipped money he will not take under 5s. 3d. Here 
you see you have your money, without this new trick of coinage, raised 
5 per cent. But whether to any advantage of the kingdom, I leave 
every one to judge. 

Hitherto we have only considered the raising of silver coin, and that 
has been, only by coining it, with less silver in it, under the same de- 



yOHN LOCKE ON THB VALUB OF MONEY. 287 

nomination. There is another way yet of raising money, which has 
something more of reality, though as little good in it as the former. 
This too, now that we are upon the chapter of raising money, it may 
not be unseasonable, to open a little. The raising I mean, is, when 
either of the two richer metals, (which money is usually made of) is by 
law raised above its natural vaiue, in respect of the other. Gold and 
silver have, in almost all ages and parts of the world (where money 
was used) generally been thought the fittest materials to make it o£ 
But there being a great disproportion in the plenty of these metals in 
the world, one has always been valued much higher than the other ; 
so that one ounce of gold has exchanged for several ounces of silver : 
as at present, our guinea passing for 21s. 6d, in silver, gold is now 
about fifteen and a half times more worth than silver ; there being 
about fifteen and a half times more silver in 21s. 6d. than there is gold 
in a guinea. This being now the market rate of gold to silver ; if by 
an established law the rate of guineas should be set higher, (as to 
22s. 6d.) they would be raised indeed, but to the loss of the kingdom. 
For by this law, gold being raised 5 per cent, above its natural true 
value, foreigners would find it worth while to send their gold hither, 
and so fetch away our silver at five per cent profit, and so much loss 
to us. For when so much gold, as would purchase but 100 ounces of 
silver any where else, will in England purchase the merchant 105 
ounces, what shall hinder him from bringing his gold to so good a 
market ; and either selling it at the mint, where it will yield so much, 
or having it coined into guineas ? And then (going to market with 
his guineas) he may buy our commodities at the advantage of 5 per 
cent, in the very sort of his money i or change them into silver, and 
carry that away with him ? 

On the other side, if by a law you would raise your silver money, 
and make four crowns, or 20s. in silver, equal to a guinea, at which 
rate I suppose it was first coined, so that by your law a guinea should 
pass but for 20s. the same inconveniency would follow. For then 
strangers would bring in silver and carry away your gold, which was 
to be had here at a lower rate than any where else. 

If you say, that this inconvenience is not to be feared ; for that as 
soon as people found, that gold began to grow scarce, or that it was 
more worth than the law set upon it, they would not then part with \X 
at the statute rate, as we see the broad pieces that were coined in 
king James the First's time for 20s. no body will now part with under 
23s. or more, according to the market value ; this I grant is true, and 
it does plainly confess the foolishness of making a law, which cannot 
produce the effect it is made for : as indeed it will not, when you would 
raise the price of silver, in respect of gold, above its natural market 
value : for then, as we see in our gold, the price of it will raise itself. 
But on the other side, if you should by a law, set the value of gold 
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above its par ; then people would be bound to receive it at that high 
rate, and so part with their silver at an under value. But supposing, 
that having a mind to raise your silver in respect of gold, you make a 
law to do it, what comes of that ? If your law prevail, only this ; that, 
as much as you raise silver, you debase gold, (for they are in the con- 
dition of two things, put in opposite scales, as much as the one rises 
the other falls) and then your gold will be carried away with so much 
clear loss to the kingdom, as you raise silver and debase gold by your 
law, below their natural value. If you raise gold in proportion to sil- 
ver, the same effect follows. 

I say, raise silver in respect of gold, and gold in proportion to silver. 
For, when you would raise the value of money, fancy what you will, it 
is but in respect of something you would change it for ; and is done 
only when you can make a less quantity of the metal, which your 
money is made of, change for a greater quantity of that thing which 
you would raise it to. 

The effect indeed, and ill consequence of raising either of these two 
metals, in respect of the other, is more easily observed, and sooner 
found in raising gold than silver coin : because your accounts being * 
kept, and your reckonings all made in pounds, shiUings, and pence, 
which are denominations of silver coins, or numbers of them ; if gold 
be made current at a rate above the free and market value of those two 
metals, every one will easily perceive the inconvenience. But there 
being a law for it, you cannot refuse the gold in payment for so much. 
And all the money, or bullion, people will carry beyond sea from you, 
will be in silver; and the money, or bullion, brought in, will be in gold. 
And just the same will happen, when your silver is raised and gold de- 
based, in respect of one another, beyond their true and natural pro- 
portion : (natural proportion or value, I call that respective rate they 
find, any where, without the prescription of law.) For then silver will . 
be that which is brought in, and gold will be carried out ; and that 
still with loss to the kingdom, answerable to the overvalue set by the 
law. Only as soon as the mischief is felt, people will (do what you 
can) raise the gold to its natural value. For your accounts and bar- 
gains being made in the denomination of silver money ; if, wHen gold 
is raised above its proportion, by the law, you cannot refuse it in pay- 
ment (as if the law should make a guinea current at 22s. 6d.) you are 
bound to take it at that rate in payment But if the law should make 
guineas current at 20s. he that has them, is not bound to pay them 
away at that rate, but may keep them, if he pleases, or get more for 
them if he can : yet, from such a law, one of these three things will 
follow. Either i. The law forces them to go at 20s. and then being 
found passing at that rate, foreigners make their advantage of it : Or, 
2. People keep them up, and will not part with them at the legal rate, 
tmderstanding them really to be worth more, and then all your gold 
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lies dead, and is of no more use to trade, than if it were all gone out 
of the kingdom : Or, 3. It passes for more than the law allows, and 
then your law signifies nothing, and had been better let alone. Which 
way soever it succeeds, it proves either prejudicial, or ineffectual. If 
the design of your law takes place, the kingdom loses by it : if the 
inconvenience be felt and avoided, your law is eluded. 

Money is the nxeasure of commerce, and of the rate of every thing, 
and, therefore, ought to be kept (as all other measures), as steady and 
invariable as may be. But this cannot be, if your money be made of 
two metals, whose proportion, and, consequently, whose price, con- 
stantly varies in respect to one another. Silver, for many reasons, is 
the fittest of all metals to be this measure ; and therefore, generally 
made use of for money. But then it is very unfit and inconvenient 
that gold, or any other metal, should be made current, legal money, at 
a standing, settled rate. This is to set a rate upon the varying value 
of things by law, which justly cannot be done ; and is, as I have shewed, 
as far as it prevails, a constant damage and prejudice to the country, 
wher^it is practised. Suppose fifteen to one, be now the exact par 
'between gold and silver, what law can make it lasting ; and establish 
it so, that next year, or twenty years hence, this shall be the just value 
of gold to silver,; and that one ounce of gold shall be just worth fifteen 
ounces of silver, neither more or less ? It is possible, the East-India 
trade sweeping away great sums of gold, may make it scarcer in 
Europe. Perhaps the Guinea trade and mines of Peru, affording it in 
greater abundance, may make it more plentiful ; and so its value in . 
respect of silver, come on the one side to be as sixteen, or, on the 
other, as fourteen to one. And can any law you shall make, alter this 
•proportion here, when it is so every where else, round about you ? If 
your law set it at fifteen, when it is at the free market rate, in the 
neighbouring countries, as sixteeir to one ; will they not send thither 
their silver to fetch away your gold, at one sixteen loss to you ? Or if 
you will keep its rate to silver as fifteen to one, when in Holland, 
France, and Spain its market value is but fourteen ; will they not send 
hither their gold, and fetch away your silver, at one fifteen loss to you ? 
This is unavoidable,, if you will make money, of both gold and silver, 
at the same time, and set rates upon them by law, in respect of one 
another. 

What then ! (Will you be ready to say) Would you have gold kept 
out of England ? Or, being here, would you have it useless to trade ; 
and must there be no money made of it ? I answer, quite the contrary. 
It is fit the kingdom should make use of the treasure it has. It is 
necessary your gold should be coined, and have the king's stamp upon 
it, to secure men « in receiving it, that there is so much gold in each 
piece. But it is not necessary that it should harve a fixed value set on 
it, by publick authority : it is not convenient that it should, in its vary- 
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ing proportion, have a settled price. Let gold, as other commcdities, 
find its own rate. And when, by the king's image and inscription, it 
carries ¥dth it a publick assurance of its weight and fineness ; the 
gold money, so coined, will never fail to pass at the known market 
rates, as readily as any other species of your money. • Twenty guineas, 
though designed at first for ;^2o go now as current for £-21 los. as any 
other money, and sometimes for more, as the rate varies. The value, 
or price, of any thing, being only the respective estimate it bears to 
some other, which it comes in competition with, can only be known 
by the quantity of the one, which will exchange for a certain quantity 
of the other. There being no two things in nature, whose proportion 
and use does not vary, it is impossible to set a standing, regular price 
between them. The growing plenty, or scarcity, of either in the market 
("whereby I mean the ordinary place, where they are to be had in 
traffick), or the real use, or changing fashion of the place, bringing 
either of them more into demand than formerly, presentiy varies the 
respective value of any two things. You will as fruitiessly endeavour 
to keep two different things steadily at the same price one with 
another, as to keep two things in an aequilibrium, where their varying 
weights depend on different causes. Put a piece of spunge in one scale, 
and an exact counterpoise of silver in the other ; you wiU be mightily 
mistaken if you imagine, that because they are to-day equal, they shall 
always remain so. The weight of the spunge varying w^ith every change 
of moisture in the air, the silver, in the opposite scale, will sometimes 
rise and sometimes fall. This is just the state of silver and gold, in 
regard of their mutual value. Their proportion, or use, may, nay, 
constantly does vary, and with it their price. For, being estimated one, 
in reference to the other, they are, as it were, put in opposite scales ; 
and as the one raises the other falls, and so on the contrary. 

Farthings, made of a baser metal, may on this account too deserve 
your consideration. For whatsoever coin you make current, above the 
intrinsick value, will always be damage to the publick, whoever get by 
it But of this I shall not, at present, enter into a more particular en- 
quiry ; only this I will confidentiy affirm, that it is the interest of every 
countr)', that all the current money of it should be of one and the same 
metal ; that the several species should be of the same alloy, and none 
of a baser mixture : and that the standard once thus settied, should be 
inviolably and immutably kept to perpetuity. For, whenever that is 
altered, upon what pretence soever, the publick will lose by it. 

Since then it will neither bring us in more money, bullion, or trade • 
nor keep what we have here, nor hinder our weighty money, of what 
denomination soever, from being melted ; to what purpose should the 
kingdom be at the charge of coining all our money anew ? For I do 
not suppose any body can propose, that we should have two sorts of 
money, at the same time, one heavier, and the other lighter, as it comes 
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from the mint ; that is very absurd to imagine. So that if all your old 
money must be coined over again ; it will indeed be some advantage, 
and that a very considerable one, to the officers of the mint For they 
being allowed 3s. 6d. (it should be sixteen pence half-penny), for the 
coinage of every pound troy, which is very near five and an half per 
cent if our money be six millions, and must be coined all over again, 
it will cost the nation to the mint ;f 330,000. ;^ 130,000, if the clipped 
money fnust escape, because it is already as light as your new 
standard ; do you not own that this design of new coinage is just of 
the nature of clipping ? 

This business of money and coinage is by some men, and amongst 
them some very ingenious persons, thought a great mystery, and very 
hard to be understood. Not that truly in itself it is so, but because 
interested people, that treat of it, wrap up the secret, they make advan- 
tage of, in a mystical, obscure, and unintelligible way of talking ; which 
men, from a pre-conceived opinion of the difficulty of the subject, 
taking for sense, in a matter not easy to be penetrated, but by the men 
of art, let pass for current, without examination. Whereas, would they 
look into those discourses, and enquire what meaning their words have, 
they would find, for the most part, either their positions to- be false, 
their deductions to be wrong, or (which often happens) their words to 
have no distinct meaning at alL Where none of these be, there their 
plain, true, honest sense, would prove very easy and intelligible, if ex- 
pressed in ordinary and direct language. 

That this is so, I shall shew, by examining a printed sheet on this 
subject ; entituled, * Remarks on a paper given in to the lords, &c.' 

Rem. * It is certain. That what place soever will give most for 
silver by weight, it will thither be carried and sold : and if. of the 
money which now passes in England, there can be 5s. 5d. the ounce 
given for standard silver at the mint, when but 5s. 4d. of the very 
same can be given elsewhere for it, it will certainly be brought to the 
mint ; and when coined, cannot be sold (having one penny over value 
set upon it by the ounce), for the same that other plate may be bought 
for, so will be left unmelted ; at least, it will be the interest of any 
exporter, to buy plate to send out, before money ; whereas now it is 
his interest to buy money, to send out before plate.' 

Answ. The author would do well to make it intelligible, how, ' of 
the money that now passes in England, at the mint can be given 
5s. 5d. the ounce for standard silver, when but 5s. 4d. of the same 
money can be g^ven elsewhere for it' Next, * How it has one penny 
over-value set upon it by the ounce, so that, when coined, it cannbt 
be sold.' This to an ordinary reader, looks very mysterious ; and, 
I fear, is so, as either signifying nothing at all, or nothing that viU 
bold. For 

I. I ask, Who is at the mint, that ' can give 5s. 5d the ouncefo 
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* Standard silver, when no body else can give above 5s. 4d.? Is it the 
king, or is it the master-worker, or any of the officers ? For to give 
Ss. 5d. for what will yield but 5 s. 4d. to any body else, is to give one 
sixty-fifth part more than it is worth. For so much every thing is 
worth, as it will yield. And I do not see how this can turn to account 
to the king, or be borne by any body else. 

2. I ask, ' How a penny over value can be set upon it by the ounce, 

* so that it cannot be sold ? This is so mysterious, that I think it near 
impossible. For an equal quantity of standard silver, will always be 
just worth an equal quantity of standard silver. And it is utterly im- 
possible to make sixty-four parts of standard silver equal to, or worth, 
sixty-five parts of the same standard silver ; which is meant by ' setting 
' a penny over value upon it by the ounce,' if that has any meaning at 
all. Indeed, by the workmanship of it, sixty-four ounces of standard 
silver may be made not only worth sixty-five ounces, but seventy or 
eighty. But the coinage, which is all the workmanship here, being 
paid for by a tax, I do not see how that can be reckoned at all : or if 
it be, it must raise every 5s. 4d. coined, to above 5s. 5d. If I carry 
sixty- four ounces of standard silver in bullion to the mint to be coined, 
shall I not have just sixty-four ounces back again for it in coin ? And 
if so, can these sixty-four ounces of coined, standard silver, be possibly 
made worth sixty-five ounces of the same standard silver uncoined, 
when they cost me no more ; and I can, for barely going to the mint, 
have sixty-four ounces of standard silver in bullion turned into coin ? 
Cheapness of coinage in England, where it costs nothing, will indeed 
make money be sooner brought to the mint, than any where else ; 
because there I have the convenience of having it made into money 
for nothing. But this will no more keep it in England than if it were 
perfect bullion. Nor will it hinder it from being melted down, because 
it cost no more in coin than in bullion : and this equally, whether your 
pieces of the same denomination be lighter, heavier, or just as they 
were before. This being explained, it will be easy to see, whether the 
other things said in the same paragraph be true or false, and particu- 
larly, whether ' it will be the interest of every exporter, to buy plate to 
send out before money.' 

Rem. * It is only barely asserted, That if silver be raised at the mint, 
that it will rise elsewhere above it ; but can never be known till it be 
tried.' 

Answ. The author tells us, in the last paragraph, that silver, that is 
worth * but 5 s. 2d. per ounce at the mint, is worth 5 s. 4d. elsewhere.* 
This, how true, or what inconvenience it hath, I will not here examine. 
But, be the inconvenience of it what it will, this raising the money 
he proposes as a remedy : and to those who say, upon raising our 
money, silver will rise too, he makes this answer, that * it can never 
be known whether il will or no, till it be tried.' To which I reply, 
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That it may be known as certainly without trial, as it can, that two 
pieces of silver that weighed equally yesterday, will weigh equally 
again to-morrow in the same scales, 

* There is silver, (says our author,) whereof an ounce {ue* 480 grains) 
will change for 5s. 4d.' (/>. 496 grains) of our standard silver coined. 
To-morrow you coin your money lighter ; so that then 5s. 4d. will 
have but 472 grains of coined standard silver in it Can it not then* 
be known, without trial, whether that ounce of silver, which to-day 
will change for 496 grains of standard silver coined, will change to- 
morrow but for 472 grains of the same standard silver coined ? Or 
can any one imagine that 480 grains of the same silver, which to-day 
are worth 496 grains of our coined silver, will to-morrow be worth 
but 472 grains of the same silver, a little differently coined ? He that 
can have a doubt about this till it be tried, may as well demand a 
trial to be made, to prove, that the same thing is aequiponderant, or 
equivalent to itself. For I think it is as clear,, that 472 grains of 
silver are aequiponderant to 496 grains of silver, as that an ounce of 
silver, that is to-day worth 496 grains of standard silver, should to- 
morrow be worth but 472 grains of the same standard silver, all cir- 
cumstances remaining the same, but the different weight of the pieces 
stamped : which is that our author asserts, when he says, That it is 
only barely asserted, &c. What has been said to this, may serve 
also for an answer to the next paragraph. Only I desire it may be 
taken notice of, that the author seems to insinuate, that silver goes 
not in England, as in foreign parts, by weight : which is a very dan- 
gerous, as well as false position ; and which, if allowed, may let into 
our mint what corruption and debasing of bur money one pleases. 

Rem. * That our trade hath heretofore furnished us with an over- 
plus, brought home in gold and silver, is true : but that we bring home 
from any place more goods than we now export to it, I do not con- 
ceive to be so. And more goods might be sent to those parts,; but 
by reason of the great value of silver in this part of the world, more 
money is to be got by exporting silver, than by any other thing that 
can be sent ; and that is the reason of it And for its being melted 
down, and sent out, because it is so heavy, is not by their paper 
denied.' 

Answ. * That we bring home from any pla.ce more goods than we 
now export, (the author tells us) he doth liot conceive.' 

Would he had told us a reason for his conceit But since the money 
of any country is not presently to be changed, upon any private man's 
groundless conceit, I suppose this argument will not be of much 
weight with many men. I make bold to call it a groundless conceit : 
for if the author please to remember the great sums of money are 
carried every year to the East Indies, for which we bring home con- 
sumable commodities ; (though I must own it pays us again with 
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advantage) dr, if h6 will examine, how much only two commodities, 
wholly consumed here, cost us yearly in money, (I mean Canary wine 
and currants,) more than we pay for, with goods exported to the 
Canaries and Zant ; besides the over-balance of trade upon us in 
* several other places, he will have little reason to say, * he doth not 
conceive we bring home from any place more goods than we now 
export to it' 

* As to what he says, concerning the melting down and exporting 
our money, because it is heavy :' if by heavy, he means, because our 
. crown-pieces (and the rest of our species of money in proportion) are 
23 or 24 grains heavier than he would have them coined : this, who- 
ever grants it, I deny upon grounds, which, I suppose, when examined, 
will be found clear and evident 

Indeed, when your debts beyond sea, to answer the over-balance of 
foreign importations, calf for your money, it is certain the heavy 
money, which has the full standard weight, will be melted down and 
carried away, because foreigners value not your stamp, or denomi- 
nation, but your silver. 

He would do well to tell us what he means by ' the great value of 
silver in this part of the world.' For he speaks of it as a cause that 
draws away our money more now than formerly, or else it might as 
well have been omitted as mentioned in this place : and if he mean, 
by this part of the world, England, it is scarce sense to say, that the 
great vaJue of silver in England should draw silver out of England. 
If he means the neighbouring countries to England, he should have 
said it, and not doubtfully this part of the world. But let him, by 
this part of the world, mean what he will, I daresay every one will 
agree, that silver is not more valued in this, than any other part of the 
world ; nor in this age, more than in our grandfathers' days. 

I am sorry, if it be true, what he tells us. That * more money is to 
be got by exportation of silver, than by any other thing that can be 
sent' This is an evidence, that ' we bring home more goods than we 
export' For, till that happens, and has brought us in debt beyond 
sea, silver will not be exported ; but the overplus of people's gain, 
being generally laid up in silver, it will be brought home in silver ; 
and so our people will value it as much as any other, in this part of 
the world. 

The truth of the case, in short, is this. Whenever we, by a losing 
trade, contract debts with our neighbours, they will put a great value 
on our silver, and * more money will be got by transporting silver than 
anything that can be sent :' which comes about thus. Suppose that 
by an over-balance of their trade (whether by a sale of pepper, spices, 
and other East-India commodities, it matters not) we have received 
great quantities of goods, within these two or three months from 
Holland, and sent but little thither ; so that the accounts balanced. 
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between the inhabitants of England and the United Provinces, we of 
England were a million in their debt ; what would follow from hence ? 
This ; That these Dutch creditors, desiring to have what is due to 
them, give order to their factors and correspondents, here, to return it 
to them. For enquiring as we do, what are the efifects of an over- 
balance of trade, we must not suppose they invest their debts in com- 
modities, and return their effects that way. A million then being 
to be returned from England to Holland in money, every one seeks 
bills of exchange ; but Englishmen not having debts in Holland to 
answer this million, or any the least part of it, bills are not to be got 
This presently makes the exchange very high, upon which the bankers, 
&c., who have the command of great quantities of money and bullion, 
send that away to Holland in specie, and so take money here to pay 
it again there, upon their bills, at such a rate of exchange, as gives 
them five, ten, fifteen, &c. per cent, profit : and thus sometimes a 5s. 
piece of our milled money may truly be said to be worth 5s. 3d., 4d., 6d., 
9d., in Holland. And if this be * the great value of silver in this part 
of the world,' I easily grant it him. But this value is to be remedied, 
not by the alteration of our mint, but by the regulation and balance of 
our trade. For be your coin what it ^ill, our neighbours, if they over- 
balance us in trade, will not only have a great value for our silver, but 
get it too ; and there will be * more to be got, by exporting silver to 
them, than by any other thing that can be sent' 

Rem. * The alterations of the coins in Spain and Portugal are no 
way- at all like this. For there they altered in denomination near half, 
to deceive those they paid, with paying those, to whom they owed 
one ounce of silver, but half an ounce for it But, in the alteration 
here designed, to whoever an ounce of silver was owing, an ounce will 
be paid in this money ; it being here only designed, that an ounce of 
money should equal an ounce of silver in value, at home, as well as 
abroad, which now it does not' 

Answ. In this paragraph the author confesses the alteration of the 
coin in Spain and Portugal was a cheat ; but the * alteration here 
designed,' he says, * is not :' but the reason he gives for it is admirable, 
viz., * Because they there altered in denomination near half,' and here 
denomination is altered but five per cent, for so in truth it is, whatever 
be designed. As if fifty per cent were a cheat, but five per cent were 
not ; because, perhaps, less perceivable. For the two things that are 
pretended to be done here by this new coinage, I fear will both fail, 
viz., I. That * to whomsoever an ounce of silver is owing, an ounpe of 
silver shall be paid in this money™' For when an ounce of silver is 
coined, as is proposed, into 5 s. sd., (which is to make our money five 
per cent lighter than it is now,) I that am to receive ;^ioo per ann. 
fee-farm rent, shall I, in this new money, receive ;^io5 or barely ^100 ? 
The first, I think, will not be said For if by law you have made it 
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;^ioo, it is certain the tenant will pay me no more. If you do not 
mean that 400 crowns, or 2000 shillings of your new coin shall be 
£iOQy but there must be five per cent, in tale, added to every 100, you 
are at the charge of new coinage to no other purpose but to breed 
confusion. If I must receive ;^ 100 by tale, of this new money for my 
fee-farm rent, it is demonstration that I lose five ounces per cent, of 
the silver that was due to me. This, a litde lower, he confesses in 
these words, ' That where a man has a rent-SEC, that can never be 
more, this may somewhat affect it, but so very little, that it will scarce 
ever at all be perceived.' This very little is five per cent, and if a 
man be cheated of that, so he perceives it not, it goes for nothing^. 
But this loss will not affect only such rents as can never be more, but 
all payments whatsoever, that are contracted for, before this alteration 
of our money. 

2. If it be true, what he affirms, * That an ounce of money doth 
equal an ounce of silver in value abroad, but not at home ;' then this 
part of the undertaking will also fail. For I deny that the stamp on 
our money does any more debase it here at home, than abroad, or 
make the silver in our money not equal in value to the same weight of 
silver everywhere. The author would have done well to have made 
it out, and not left so great a paradox only to the credit of a single 
assertion. 

Rem. 'And for what is said in this bill to prevent exportation, 
relates only to the keeping in our coin and bullion, and leaves all 
foreign to be exported still.' 

Answ. What the author means by our own and foreign bullion, will 
need some explication. 

Rem. * There is now no such thing as payments made in weighty 
and milled money.' 

Answ. I believe there are very few in town, who do not very often 
receive a milled crown for 5s., and a milled half crown for 2s. 6d. 
But he means, I suppose, in great and entire sums of milled money. 
But I ask, if all the clipped money were called in, whether then all 
the payments would not be in weighty money ; and that not being 
called in, whether if it be lighter than your new milled money, the new 
milled money will not be melted down as much as the old ? Which I 
think the author Ihere confesses, or else I understand him not 

Rem. * Nor will this any way interrupt trade ; for trade will find its 
own course ; the denomination of money in any country no way con- 
cerning that.' 

Answ. The denomination to a certain weight of money, in all coun- 
tries, concerns trade ; and the alteration of that necessarily brings 
disturbance to it. 

Rem. * For if so be it occasions the coining more money.' 

Answ. He talks as if it would be * the occasion of coining more 
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itioney.' Out of what ? Out of money already coined, or out of bul- 
lion ? For I would be glad to know where it is. 

Rem. * It may be some gain to those that will venture to melt down 
the coin, but very small loss (if any) to those that shall be paid in the 
new : it is not to be denied, but that where any man has a rent-SEC, 
that can never be more, this may somewhat aifect it ; but so very 
little, it will scarce ever at all be perceived.' 

Answ. As much as it will be gain to melt down their coin, so much 
loss will it be to those who are paid in new, viz., 5 per cent, which, I 
suppose, is more than the- author would be willing to lose, unless he 
get by it another way. 

Rem. 'And if the alteration designed should have the effect of mak- 
ing our native conmiodities any ways dearer — ^ 

Answ. Here our author confesses, that proportionably as your money 
is raised, the price of other things will be raised too. But to make 
amends, he says, 

Rem. ' It does at the same time make the land which produces them, 
of more than so much more in value.' 

Answ. This *more than so much more in value,' is more than our au- 
thor or anybody else for him, will ever be able to make out 

The price of things will always be estimated by the quantity of silver 
given in exchange for them. And if you make your money less in 
weight, it must be made up in tale. This is all this great mystery of 
raising money, and raising land. For example ; the manor of Black- 
acre would yesterday have yielded 100,000 crowns, which crown- ^ 
pieces, let us suppose numero rotunda to weigh each of them an ounce 
of standard silver. To-day your new coin comes in play, which is 5 
per cent, lighter. . There is your money raised : the land now at sale, 
yields 105,000 crowns, which is just the same 100,000 ounces of 
standard silver. There is the land raised. And is not this an admir- 
able invention, for which the publick ought to be at above ;^ 100,000 
charge for new coinage, and all your commerce put in disorder? And 
then to recommend this invention, you are told, as a great secret, that, 
* had not money from time to time, been raised in its denomination, 
lands had not so risen too :' which is to say, had not your money been 
made lighter, fewer pieces of it would have bought as much land as a 
greater number does now. 

Rem. * The loss of payments, there spoken of, will, in no sort, be so 
great, as if the parties, to whom these debts are owing, were now bound 
to receive them in the money now passes, and then melt the same 
down ; for at this they will have no cause to complain.' 

Answ. A very good argument 1 the clippers have robbed the publick 
of a good part of their money (which men will, some time or other, 
find in the payments they receive) and it is desired the mint may have 
a liberty to be beforehand with those, to whom debts are owing. They 
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are told, they will have no reason to complain of it, who suffer this 
loss, because it is not so great as the other. The damage is already 
done to the publick, by clipping. Where at last it will light, I cannot 
teU. * But men, who receive clipped money, not being forced to melt it 
down, do not yet receive any loss by it When clipped money will no 
longer change for weighty, then those, who have clipped money in their 
hands, will find the loss of iL 

Rem. ' It will make the customs better paid, because there will be 
more money.' 

Answ. That there will be more money in tale, it is possible : that 
there will be more money in weight and worth, the author oug^ht to 
shew. And then, whatever becomes of the customs, (which I do not 
hear are unpaid now) the king will lose in the excise above £y>poo per 
annum. For in all taxes where so many pounds, shillings, or pence are 
determined by the law to be paid, there the king will lose 5 per cent 
The author here, as in other places, gives a good reason for it : for, 
* his majesty being to pay away this money by tale, as he received it, 
it will be to him no Iqss at alL' 

As if my receiving my rents in full tale, but in money of undervalue 
five per cent were not so much loss to me, because I was to pay it 
away again by tale. Try it at 50 per cent the odds only is, that one 
being greater than the other, would make more noise. But the author's 
great refuge in this is, that it will not be perceived. 

Rem. *If all foreign commodities were to be purchased with this new 
species of money sent out; we agree, that with ;£ioo of it, there could 
not be so much silver, or other commodities bought, as with ;f 100 in 
crown-pieces as now coined, because they would be heavier ; and all 
coin in any kingdom but where it is coined, only goes by weight ; and 
for the same weight of silver, the same everywhere still will be bought; 
and so there will, with the same quantity of goods. And if those goods 
should cost 5 per cent, more here in England than heretofore, and 
yield but the same money (we mean by the ounce abroad) the same 
money brought home and coined, will yield the importer 5 per cent 
more at the mint than it heretofore could do, and so no damage to the 
trader at all' 

Answ. Here truth forces from the author a confession of two things, 
which demonstrate the vanity and uselessness of the project i. That 
upon this change of your coin, foreign goods will be raised. Your own 
goods will cost more five per cent So that goods of all kinds being 
thereupon raised ; wherein consists the raising of your money, when an 
ounce of standard silver however minced, stamped, or denominated, 
will buy no more commodities than it did before.? This confession 
also shews the falsehood of that dangerous supposition, that money, 'in 
the kingdom where it is coined, goes not by weight,' i, e, is not valued 
by its weight 
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Rem. * It is true, the owners of silver will find a good market for it, 
and no others will be damaged ; but, on the contrary, the making plenty 
of money will be an advantage to all.' 

Answ. I grant it true, that if your money were really raised 5 per 
cent, the owners of silver would get so much by it, by bringing it to 
the mint to be coined. But since, as is confessed, commodities will 
(upon this raising your money) be raised to 5 per cent, this alteration 
will be an advantage to nobody, but the officers of the mint, and 
hoarders of money. 

Rem. *When standard silver was last raised at the mint, (which 
it was from 5s. to 5s. 2d. the ounce, in the 43d of Eliz.) and, for 
above forty years after, silver uncoined was not worth above 4s. lod. 
the ounce which occasioned much coining ; and of money, none in 
those days was exported : whereas silver now is worth but the very 
same 5s. 2d. the ounce still at the mint, and is worth 5s. 4d. else- 
where. So that if this bill now with the Lords does not happen to 
pass, there can never any silver be ever more coined at the mint ; and 
all the milled money will, in a very little time more, be destroyed.' 

Answ. The reason of so much money coined in queen Elizabeth's 
time, and afterwards, was not the lessening of your crown-pieces from 
480 to 462 grains, and so proportionably all the rest of your money, 
(which is that the author calls raising standard silver from 5s. to 5s. 2d. 
the ounce) but from the over-balance of your trade, bringing them in 
plenty of bullion, and keeping it here. 

How standard silver (for if the author speaks of other silver, it is a 
fallacy) should be worth its own weight in standard silver at the mint, 
(/'. e, 5s. 2d. the ounce) and be worth more than its own weight in 
standard silver, (/. e, 5 s. 4d. the ounce) in Lombard-street, is a paradox 
that nobody, I think, will be able to comprehend, till it be better ex- 
plained. It is time to give off coining, if the value of standard silver 
be lessened by it; as it really is, if an ounce of coined standard silver, 
will not exchange for an ounce of uncoined standard silver, unless you 
add 15 or 16 grains overplus to it : which is what the author would 
have taken upon his word, when he says, 'Silver is worth 5s. 4d. 
elsewhere.' 

5s. 4d. of money coined at the mint, the author must allow to be at 
least 495 grains. An ounce is but 480 grains. How then an ounce 
of uncoined standard silver, can be worth 5s. 4d. (/. e, how 480 grains 
of uncoined standard silver, can be worth 495 grains of the same 
standard silver, coined into money) is unintelligible ; unless the coinage 
of our mint lessens the value of standard silver. 

*SlR, — Coin and interest are two things of so great moment to the 
publick, and of so great concernment in trade, that they ought very accu- 
rately to be examined into, and very nicely weighed, upon any propo- 
sal of alteration to be made in them. I pretend not to have treated of 
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them here as they deserve. That must be the work of an abler hand, 
I have said something on these subjects, because you required it And, 
I hope, the readiness of my obedience will excuse to you, the faults I 
have committed, and assure you that I am, Sir, 

Your most humble servant, 

JOHN LOCKE. 



SHORT OBSERVATIONS ON A PRINTED PAPER, 

ENTITULED, 

* For encouraging the coining of silver money in England^ and after 

for keeping it here! 

The author says, * Silver yielding the proposed 2d. or 3d. more by the 
ounce, than it will do by being coined into money, there will be none 
coined into money ; and matter of fact shews there is none.' 

It would be hard to know what he means, when he says, * silver 
yields 2d. or 3d. more by the ounce, than it will do by being coined into 
money :' but that he tells us in plain words at the bottom of the leaf, 

* that an ounce of silver uncoined, is of 2d. more value, than after it is 
coined it will be ;' which I take the liberty to say, is so far from being 
true, that I affirm it is impossible to be so. For which I shall only 
give this short reason, viz., Because the stamp neither does, nor can 
take away any of the intrinsick value of the silver ; and, therefore, an 
ounce of coined, standard silver, must necessarily be of equal value to 
an ounce of uncoined standard silver. For example ; suppose a gold- 
smith has a round plate of standard silver, just of the shape, size and 
weight of a coined crown-piece, which, for brevity's sake we will sup- 
pose to be an ounce ; this ounce of standard silver is certainly of equal 
value to any other ounce of unwrought, standard silver in his shop ; 
away he goes with his round piece of silver to the Tower, and has 
there the stamp set upon it, when he brings this numerical piece back 
again to his shop coined, can any one imagine, that it is now 2d. less 
worth than it was, when he carried it out smooth, a quarter of an hour 
before ; or, that it is not still of equal value to any other ounce of un- 
wrought, standard silver in his shop ? He that can say it is 2d. less 
worth, than it was before it had the king's image and inscription on it, 
may as well say, that 60 grains of silver, brought from the Tower, are 
worth but 58 grains of silver in Lombard-street 

But the author very warily limits this ill effect of coinage only to 
England ; why it is so in England, and not everywhere, would deserve 
a reason. 

But let us grant it to be true, as our author affirms, that coined 
silver in England is one thirtieth worse, or less value, than uncoined; 
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the natural consequence from this, if it be true, is, that it is very unfit 
that the mint should be employed in England, where it debases the 
silver one thirtieth ; for, if the stamp lessens the value of our silver this 
year, it will also do so the next, and so on to the end of the world, it 
always working the same way. Nor will the altering the denomina- 
tion, as is proposed, at all help it 

But yet he thinks he has some proof for his proposition, because it is 
matter of fact that there is no money coined at the mint. This is the 
great grievance, and is one indeed, but for a different reason from what 
seems to inspire that paper. 

The matter in short is this ; England sending more consumable 
coramodities to Spain than it receives from thence, the merchants, who 
manage their trade, bring back the overplus in bullion, which at their 
return, they sell as a commodity. The chapmen, that give highest for 
this, are, as in all cases of buying and selling, those who can make 
most profit by it ; and those are the returners of our money, by ex- 
change, into those countries, where our debts, any way contracted, 
make a need of it ; for they getting 6, 8, 10, &c. per cent, according to 
the want and demand of money from England there, and according to 
the risque of the sea, buy up this bullion, as soon as it comes in, to 
send it to their correspondents in those parts, to make good their 
credit for the bills they have drawn on them, and so can give more for 
it than the mint rate, i. e. more than an equaUweight of milled money 
for an equal weight of standard bullion ; they being able to make 
more profit of it by returns. 

Suppose the balance of our trade with Holland were in all other 
commodities equal, but that in the last East-India sale we bought of 
them of East-India commodities to the value of a million, to be paid 
in a month ; within a month a million must be returned into HoUaiid, 
this presently raises the exchange, and the traders in exchange sell 
their bills at high rates ; but the balance of trade being (as is supposed 
in the case), equal in all other commodities, this million can no way be 
repaid to their correspondents, on whom those bills were drawn, but 
by sending them money, or bullion, to reimburse them. 

This is the true reason why the bullion, brought from Spain, is not 
carried to the mint to be coined, but bought by traders in foreign ex- 
change, and exported by them, to supply the overplus of our expences 
there, which are not paid for by our commodities. Nor will the pro- 
posed raising of our money, as it is called, whether we coin our money 
for the future one-thirtieth, or one-twentieth, or one half lighter than 
now it is, bring one ounce more to the mint than now, whilst our 
affairs in this respect remain in the same posture. And I challenge 
t,he author to show that it will ; for saying is but saying. Bullion 
can never come to the mint to be coined, whilst the over-balance 
of trade and foreign expeaces are .so gre^ti that to satisfy them. 
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not only the bullion, your trade in some parts now yearly brings 
in, but also some of your formerly coined money is requisite, and 
must be sent out : but when a change in that, brings in and lodges bullion 
here (for now it seems it only passes through England) the increase 
of silver and gold staying in England will again bring it to the mint to 
be coined. 

This makes it easily intelligible, how it comes to pass, that, when 
now at the mint they can give but 5s. 2d. per ounce for silver, they 
can give 5s. 4d. the ounce in Lombard-street (which is what our author 
means when he says, * silver is now worth but 5 s. 2d. the ounce at the 
mint, and is worth 5 s. 4d. elsewhere.') The reason whereof is plain, 
viz.. Because the mint, giving weighty money for bullion, can give so 
much and no more for silver, than it is coined at, which is 5 s. 2d. the 
ounce, the publick paying all the odds, that is between coined and 
uncoined silver, which is the manufacture of coinage : but the 
banker, or returner of money, having use for silver beyond sea, 
where he can make his profit of it, by answering bills of CKchange, 
which he sells dear, must either send our money in specie, or melt 
down our coin to transport, or else with it buy bullion. 

The sending our money in specie, or melting it down, has some 
hazard, and therefore, if he could have bullion for 5 s. 2d. per ounce, or 
a little dearer, it is like he would always rather chuse to exchange coin 
for bullion, with some little loss, rather than run the risque of melting 
it down for exportation. 

But this would scarce make him pay 2d. in the crown, which is 
almost three and an half per cent, if there were not something more in 
it, than barely the risque of melting, or exportation ; and that is the 
lightness of the greatest part of our current coin. For example, N. has 
given bills for ;£3o,ooo sterling in Flanders, and so has need of ten 
thousand weight of silver to be transported thither ; he has ;^3o,ooo 
sterling by him in ready money, whereof ;^5ooo is weighty milled 
money ; *what shall hinder him then from throwing that into his melt- 
ing-pot, and so reducing it to bullion, to be transported ? But what 
shall he do for the other ;£25,ooo, which, though he has by him, is yet 
clipped and light money, that is at least twenty per cent lighter than 
the standard } If he transports or melts down this, there is so much 
clear loss to him ; it is therefore, more advantage to him to buy bullion 
at 5s. 4d. the ounce with that light money, than to transport, or melt it 
down ; wherein, though the seller of the bullion has less weight in 
silver than he parts with, yet he finds his account, as much as if he 
received it in weighty coin, whilst a clipped crown-piece, or shilling, 
passes as well in payment for any commodity here in England as a 
milled one. Thus our mint is kept from coining. 

But this paper. For encouraging the coining, &c. would fain have 
the mill at woi'k, though there be no grist to be had, unless you will 
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grind over again what is ground already, and pay toll for it a second 
time ; a proposition fit only for the miller himself to make ; for the 
meanest housewife in the country would laugh at it, as soon as pro- 
posed. However, the author pleases himself, and thinks he has a 
good argument to make it pass, viz. because the toll to be paid for it 
will not amount to ;^33o,ooo, as is said in a late treatise about raising 
the value of money, p. 170, for, says he, that writer is mistaken, in say- 
ing that, '3s. 6d. is allowed at the mint for the coinage of every 
pound troy,' whereas there is but sixteen pence halfpenny there 
allowed for tiie same ; which sixteen pence halfpennv being above one- 
third of 3s. 6d. it follows by his own computation, that the new 
coining our money will cost the nation above £1 10,000 ; a small sum, 
in this our plenty of riches, to be laid out for the purchasing these 
following inconveniences, without any the least advantage. 

1. A loss to the king of one thirtieth (if you coin your money 2d. per 
crown, one twentieth, if you coin your money 3d. per crown lighter) of 
all his standing revenue. 

2. A like loss of one twentieth, or one thirtieth, in all rents that are 
settled ; for these have, during the term, the nature of rent-sec : but 
five per cent, loss in a man's income he thinks so little, it will not be 
perceived. 

3. Trouble to merchants in their trade. These inconveniences he is 
forced to allow. He might have said disorder to all people in their 
trade, though he says it will be but a little trouble to merchants, and 
without any real damage to trade. The author would have done well 
to have made out this, and a great many other assertions in that paper ; 
but saying is much easier, if that may pass for proof. 

Indeed he has, by a short way, answered the book above-mentioned, 
in the conclusion of his paper, in these words : ' And he that so grossly 
mistakes in so material points of what he would assert, it is plain is not 
free from mistakes.' It does not appear that he, who published that 
book, ever thought himself free from mistakes : but he, that mistakes 
in two material points, may be in the right in two others, and those will 
still need an answer. But one of these material points will, I think, 
by what is already said, appear not to be a mistake ; and for anything 
the author of the paper hath said, or can say, it will always be true, 
that an ounce of silver coined, or not coined, is, and eternally will be, 
of equal value to any other ounce of silver. As to any other mistake, 
concerning the rate of coinage, it is like he had his information from 
some disinterested person, whom he thought worthy of credit. And 
whether it be 3s. 6d. as he was told, or only sixteen pence halfpenny 
per pound troy, as the paper says, whether the reader will believe the 
one, or the other, or think it worth his more exact inquiry, this is cer- 
tain, the kingdom ought not to be at that, or any other charge, where 
there is no advantage, as there will be none in this proposed coinage^ 
but quite the contrary. 
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In his answer to , 

Object. I. He says from Edw. III. ' Silver has from time to time (as 
it grew in esteem) been by degrees raised in all mints.' If an oynce of 
silver now not exchanging, or paying for what one tenth of an ounce 
would have purchased in Edw. III.'s time, and so being ten times less 
worth now than it was then, be growing in esteem, this author is in 
the right ; else silver has not since Edw. III.'s reign, from time to time 
grown in esteem. Be that as it will, he assigns a wrong cause of raising 
of silver, as he calls it, in our mint For if growing thus in request, 
Le. by lessening its value,' had been the reason of altering our monej', 
this change of coin, or raising the denomination of silver in ours, and 
other mints, ought to have been greater by much, since Henry VII.'s 
time, than it was between that and Edward Ill.'s ; because the great 
change of the value of silver has been made, by the plenty of it poured 
into this part of the world from the West Indies, not discovered till 
Henry VII.'s reign. So that I think I may say, that the value of silver 
from Edward III. to Henry VII. changed not one tenth, but from 
Henry VII. till now it changed above seven tenths ; and yet, money 
having been raised in our mint two thirds since Edward III.'s time, the 
far greater part of the raising of it was before Henry VII.'s time, and a 
very small part of it since ; so that the cause, insinuated by our author, 
it is evident, was not the cause of lessening our coin so often, whatever 
it was ; and it is possible there wanted not men of projects in those 
days, who for private ends, by wrong suggestions, and false reasonings, 
covered with mysterious terms, led those into mistakes, who had not 
the time and will nicely to examine ; though a crown-piece three times 
as big as one of ours now, might, for its size alone, deserve to be re- 
formed. 

To Object. 2 he says, ' The raising the denomination of money in 
Spain and Portugal, was making it go for more when coined, than its 
true value.' 

This, I say, is impossible, and desire the author to prove it. It did 
in Spain and Portugal, just what it will do here and everywhere ; it 
made not the silver coined go for more than its value, in all things to 
be bought, but just so much as the denomination was raised, just so 
much less of commodity had the buyer in exchange for it : as it would 
be here, if you should coin sixpences into shillings ; if any one went to 
market with this new money, he would find that, whereas he had a 
bushel of wheat last week for eight shillings of the former coin, he 
would have now but half a bushel for eight of the new shillings, when 
the same denomination had but half the quantity of silver. Indeed, 
those who were to receive money upon former contracts, would be de- 
frauded of half their due, receiving in their full tale of any denomina- 
tion contracted for, but half the silver they should have ; the cheat 
whereof they would find, when they went to market with their new 
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iitoiiey. For this I have above proved, that one oiince of silver is, and 
eternally will be, equal in value to another ounce of silver j and all that 
can possibly put a difference, between them, is only the different valuet 
of the workmanship, bestowed on one more than another, which in 
coinage our author tells us in this paper is but sixteen pence halfpenny 
per pound troy. I demand, therefore, of our author to show that any 
sort of coinage, orj- as he calls it, raising 'of money, can raise the value 
of coined silver, or make it go for more than uncoined, bating the 
charge of coinage ; unless it be to those who, bfeing to receive money 
upon former contracts, will, by receiving the tale agreed for, receive 
less than they should of silver, and so be defrauded of what th?y really 
contracted for. 

What effect such a raising of their money had in one particular, I 
will tell our author. In Portugal they count their money by reys, a 
very small, or rather imaginary coin, just as if we here should count all 
our siuns by farthings. It pleased the government, possibly being told 
that it would raise the value of their money, to raise in denomination 
the several species, and make them go for a greater (let us suppose 
double the) number of reys than formerly. What was the conse-r 
quence ? It not only confounded the property of the subject, and dis- 
turbed affairs to no purpose, but treaties of commerce having settled 
the rates of the customs at so many reys on the several commodities, 
the king immediately lost in the value half his customs. The same 
that in proportion will happen in the settled revenue of the crown here, 
upon the proposed change. 

For though our author in these words, ' whereas all now desired by 
this act is, to keep silver, when coined, of the same value it was be- 
fore,' would insinuate, that this raising the denomination, or lessening 
our coin, as is proposed,' will do no such thing; yet it is demonstra- 
tion, that when our coin is lessened 3d. in 5s. the king will receive five 
per cent, less in value in his customs, excise, and all his settled re- 
venue, and so proportionably, as the quantity of silver, in every species 
of our coin, shall be made less than now it is coined in those of the 
same denomination. 

But, whatever our author means by * making money go for more 
when coined than its true value, or by keeping silver, when coined, 
of the same value it was before ;' this is evident, that raising their 
money thus, by coining it with less silver in it than it had before, had 
not the effect in Portugal and Spain, which our author proposes from 
it here : for it has not brought one penny more to the mint there, nor 
kept their money, or silver, from exportation since, though forfeiture 
and death be the penalties joined in aid to this trick of raising to ke)ep 
It m. 

But our author tells us in answer to Object. 4. This 'will scarce ever 
at all be perceived' If of 100 guineas a man has in his pockety 5 

20 
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should be picked out, so he should not perceive it, the fraud and the 
loss would not be one jot the less ; and though he perceived it not 
when, or how it was done, yet he will find it in his accounts, and the 
going so much back in his estate at the end of the year. 

To Object 3. He says, The 'raising your coin (it may be).may raise 
the price of bullion here in England.' An ounce of silver will always 
be equal in value to an ounce of silver every where, bating the work- 
manship. I say it is impossible to be otherwise, and require our au- 
thor to shew it possible in England, or any where, or else hereafter to 
spare his *may be.' To avoid fallacies, I desire to be understood, 
when I use the word silver alone, to mean nothing but silver, and to 
lay aside the consideration of baser metals that may be mixed with it : 
for I do not say that an ounce of standard, that has almost one twelfth 
of copper in it, is of equal value with an ounce of fine silver that has 
no alloy at all ; but that any two ounces of equally alloyed silver, wiU 
always be of equal value ; the silver being the measure of commerce, 
it is the quantity of silver that is in every piece he receives, and not 
the denomination of it, which the merchant looks after, and values it 
by. 

But this raising of the denomination our author would have pass, be- 
cause it will be * better for the possessors of bullion,' as he says, Answ. 
3, But who are they who now in England are possessed of so much 
bullion ? or what private men are there in England of that considera- 
tion, that for their advantage, all our money should be new coined, and 
of a less weight, with so great a charge to the nation, and loss to his 
majesty's revenue ? 

He farther adds, Answ. 3, It doth not thence inevitably follow, it 
will raise * the price of bullion beyond sea.' 

It will as inevitably follow, as that nineteen ounces of silver will 
never be equal in weight, or worth, to twenty ounces of silver : so 
much as you lessen your coin, so much more must you pay in tale, as 
will make the quantity of silver the merchant expects, for his com- 
modity ; under what denomination soever he receives it 

The clothier, thus buying his Spanish wool, oil, and labour, at five 
per cent more in denomination, sells his woollen manufacture propor- 
tionably dearer to the English merchant, who exporting it to Spain, 
where their money is not changed, sells it at the usual market rate, 
and so brings home the same quantity of bullion for it, which he was 
wont ; which, therefore, he must sell to you at the same raised value 
your money is at : and what then is gained by all this ? The deno- 
mination is only changed, to the prejudice of the publick, but as to all 
the great matters of your trade, the same quantity of silver is paid for 
commodities as before, and they sold in their several foreign markets 
for the same quantity of silver. But whatever happens in the rate of 
foreign bullion, the raising of the denomination of our money, will 
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bring none of it to our mint to be coined; that depends on the balance 
of our trade, and not on lessening our coin under the same denomina- 
tion : for whether the pieces we call crowns be coined 16, 24, or 100 
grains lighter, it will be all one as to the value of bullion, or the bring- 
ing more, or less of it into England, or to our mint. 

What he says in his answer to Oljject. 4, besides what we have al- 
ready taken notice of, is partly against his bill, and partly mistake. 

I. He says, * It may be some (as it is now) gain to those, that will 
venture to melt down the milled and heavy money now coined.' That 
men do venture to melt down the milled and heavy money, is evident, 
from the small part of milled money is now to be found of that great 
quantity of it that has been coined ; and a farther evidence is this, 
that milled money will now yield four, or five more per cent, than the 
other, which must be to melt down, and use as bullion, and not as 
money in ordinary payments. The reason whereof is, the shameful 
and horrible debasing (or, as our author would have it, raising) our im- 
milled money by clipping. 

For the odds betwixt milled and unmilled money being now, mo- 
destly speaking, above 20 per cent, and bullion, for reasons elsewhere 
given, being not to be had, refiners, and such as have need of silver, 
find it the cheapest way to buy milled money for clipped, at four, five, 
or more per cent. loss. 

I ask, therefore, this gentleman, what shall become of all our present 
milled and heavy money, upon the passing of this act ? To which his 
paper almost confesses, what I will venture to answer for him, viz. that, 
as soon as such a law is passed, the milled and heavy money will all 
be melted down ; for it being five per cent, heavier, i. e. more worth 
than what is to be coined in the mint, no body will carry it thither to 
receive five per cent, less for it, but sell it to such as will give four or 
four and a half per cent, more for it, and at that rate melt it down with 
advantage : for Lombard-street is too quick-sighted, to give sixt)*^ ounces 
of silver for fifty-seven ounces of silver, when bare throwing it into the 
melting-pot will make it change for its equal weight So that by this 
law five per cent, gain on all our milled money, will be given to be 
shared between the possessor and the melter of our milled money, out 
of the honest creditor and landlord's pocket, who had the guaranty of 
the law, that under such a tale of pieces, of such a denomination as he 
let his land for, he should have to such a value, i. e. such a weight in 
silver. Now I ask, whether it be not a direct and unanswerable reason 
against this bill, that he confesses, that it will be, *a gain to those, who 
will melt down the milled and heavy money,' with so much loss to the 
publick ; and not, as he says, * with very small loss to those, that shall 
be paid in the new,' unless he calls five per cent, very small loss ; for 
just so much is it to receive but fifty -seven grains, or ounces of silver, 
for sixty, which is the proportion in making your crowns 3d. lighter. 

20—2 
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This is certain, no body will pay away milled or wr-<5hty crowns for 
debts, Or commodities, when it will yield him four, or five per cent 
more ; so that which is now left of weighty money, being scattered up 
and down the kingdom, into private hands, which cannot tell how to 
melt it down, will be kept up and lost to our trade. And, as to your 
clipped and light money, will you make a new act for coinage, with- 
out taking any care for that ? The making a new standard for your 
nioney, cannot do less than make all n)oney, which is lighter than that 
standard, unpassable ; and thus the milled and heavy money not com- 
ing into payment, and the light, and clipped not being lawful money, 
according to the new standard, there must needs be a sudden stop of 
trade, and it is to be feared, a general confusion of affairs ; though our 
author says, ' it will not any ways interrupt trade.' 

2. The latter part of the section, about raising the value of land, I 
take the liberty to say is a mistake ; which, though a sufficient reply 
to an assertion without proof, yet I shall not so far imitate this author, 
as barely to say things : and therefore, I shall add this reason for 
what I say, viz.. Because nothing can truly raise the value, i,e,^ the 
rent of land, but the increase of your money : but because raising 
the value of land is a phrase, which, by its uncertain sense, may 
deceive others, we may reckon up these several meanings of it. 

1. The value of land is raised, when its intrinsick worth is increased, 
/.^., when it is fitted to bring forth a greater quantity of any valuable 
product And thus the value of land is raised only by good husbandry. 

2. The value of land is raised, when remaining of the same fertility, 
it comes to yield more rent, and thus its value is raised only by a 
greater plenty of money and treasure. 

3. Or it may be raised in our author's way, which is, by raising^ the 
rent in tale of pieces, but not in the quantity of silver received for it ; 
which, in truth, is no raising of it at all, any more than it could be 
accounted the raising of a man's rent, if he lett his land this year for 
forty sixpences, which last year he lett for twenty shillings. Nor 
would it alter the case, if he should call those forty sixpences forty 
shillings ; for haying but half the silver of forty shillings in them, they 
would be but of half the value, however their denomination were 
changed. 

In his answer to the fifth objection, there is this dangerous insinua- 
tion, That coin, in any country where it is coined, goes not by weight, 
t.e,, has its value from the stamp and denomination, and not the 
quantity of silver in it Indeed in contracts already made, if your 
species be by law coined a fifth part lighter, under the same denomi- 
nation, the creditor must take a hundred such light shillings, or twenty 
such light crown-pieces for;^5, if the law calls them so, but he loses 
one fifth, in the intrinsick value of his debt But, in bargains to be 
made, and things to be purchased, money has, and will always bave 
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its value from the quantity of silver in it, and not from the stamp and 
denomination, as has been already proved, and will, some time or 
other be evidenced with a witness, in the clipped money. And if it 
were not so, that the value of money were not according to the quan- 
tity of silver in it, i.e., that it goes by weight, I see no reason why 
clipping should be so severely punished. 

As to foreigners, he is forced to confess, that it is all one what our 
money is, greater or less, who regard only the quantity of silver, they 
sell their goods for ; how, then, can the lessening our money bring 
more plenty of bullion into England, or to the mint ? 

But he says, * The owners and importers of silver will find a good 
market at the mint, &c.' But always a better in Lombard-street, and 
not a grain of it will come to the mint, as long as by an under-balance 
of trade, or other foreign expences, we contract debts beyond sea, 
which require the remitting of greater sums thither, than are imported 
in bullion. 'If for above forty years after silver was raised, in the 
forty- third year of Queen Elizabeth, from 5 s. to 5s. 2d. the ounce, 
uncoined silver was not worth above 4s. 10 J. per ounce ;* the cause 
was not that raising of silver in the mint, but an over-balance of 
trade, which, bringing yi an increase of silver yearly, for which men 
having no occasion abroad, brought it to the mint to be coined, rather 
than let it lie dead by them in bullion : and whenever that is the case 
again in England, it will occasion coining again, and not till then. 
*No money was in those days exported,' says he; no, nor bullion 
neither, say I ; why should, or how could it, when our exported mer- 
chandise paid for all the commodities we brought home, with an over- 
plus of silver and gold, which staying here, set the mint on work. 
But the passing this bill, will not hinder the exportation of one ounce 
either of bullion or money, which must go, if you contract debts 
beyond sea ; and how its having been once melted in England, which 
is another thing proposed in this bill, shall hinder its exportation, is 
hard to conceive, when even coining has not been able to do it, as is 
demonstrable, if it be examined what vast sums of milled money have 
been coined, in the two last reigns, and how little of it is now left 
Besides, if the exportation of bullion should be brought under any 
greater difficulty than of any other commodity, it is to be considered 
whether the management of that trade, which is in skilful hands, will 
not thereupon be so ordered, as to divert it from coming to England 
for the future, and cause it to be sent from Spain, directly to those 
places, where they know English debts will make it turn to best 
account, to answer bills of exchange sent thither. 



FURTHER CONSIDERATIONS 

CONCERNING 

RAISING THE VALUE OF MONEY. 

Wherein Mr, Lowndeis arguments for it, in his late report con- 
cerning * An essay for the amendment of the silver coins ^ an 
particularly examined. 

To The right HONOURABLE SIR JOHN SOMMERS, Knt. 

Lord Keeper of the great seal of England^ atid one of hiJ Majesty s 

most honourable privy-council. 

My Lord, — ^The papers I here present your lordship, are in sub- 
stance the same with one which I delivered to you, in obedience to 
the commands I received, by your lordship, from their excellencies, 
the lords justices ; and with another, which I writ in answer to some 
questions your lordship was pleased to propose to me, concerning our 
coin. The approbation your lordship was pleased to give them then, 
has been an encouragement to me to revise them now, and put them 
in an order, fitter to comply with their desires, who will needs have 
me print something at this time on this subject : and could anything 
of this nature be received with indifferency in this age, the allowance 
they have had from your lordship, whose great and^clear judgment is, 
with general consent and applause, acknowledged to be the just mea- 
sure of right and wrong amongst us, might make me hope that they 
might pass in the world without any great dislike. 

However, since your lordship thought they might be of use to clear 
some difficulties, and rectify some wrong notions, that are taken up 
about money, I have ventured them into the world, desiring no mercv 
to any erroneous positions, or wrong reasonings, which shall be found 
in them. 1 shall never knowingly be of any, but truth's and mv 
countr)''s side ; the former 1 shall always gladly embrace and own, 
whoever shews it me : and in thesg papers, I am sure, I have no other 
aim, but to do what little I can for the service of my country. Your 
lordship's so evidently preferring that to all other considerations, does, 
in the eyes of all men, sit so well upon you, that my ambition will not 
be blamed, if I in this propose to myself so great an example, and in 
my little sphere am moved by the same principle. 
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I have a long time foreseen the mischief and ruin coming upon us 
by clipped money, if it were not timely stopped : and had concern 
enough for the publick, to make me print some thoughts touching our 
coin, some years since. The principles I there went on, I see no 
reason to alter : they have, if I mistake not, their foundation in nature, 
and will stand : they have their foundation in nature, and are clear ; 
and will be so, in all the train of their consequences, throughout this 
whole (as it is thought) mysterious business of money, to all those, 
who will but be at the easy trouble of stripping this subject of hard, 
obscuroy and doubtful words, wherewith men are often misled, and 
mislead others. And now the disorder is come to extremity, and can 
no longer be played with, I wish it may find a sudden and effectual 
cure, not a remedy in sound and appearance, which may flatter us 
on to ruin, in continuation of a growing mischief, that calls for pre- 
sent help. 

I wish, too, that the remedy may be as easy as possible, and that 
the cure of this evil be not ordered so as to lay a great part of the 
burden unequally on those, who have had no particular hand in it. 
Westminster-hall is so great a witness of your lordship's unbiassed 
justice, and steady care to preserve to every one their right, that the 
world will not wonder you should not be for such a lessening our coin, 
as will, without any reason, deprive great numbers of blameless men 
of a fifth part of their estates, beyond the relief of Chancery. I hope 
this age will escape so great a blemish. I doubt not but there are 
many, who, for the service of their country, and for the support of the 
government, would gladly part with, not only one fifth, but a much 
larger portion of their estates. But, when it shall be taken from them, 
only to be bestowed on men, in their and the common opinion, no 
better deserving of their country than themselves, unless growing 
exceedingly rich by the publick necessities, which every body else finds 
his fortune streightened by them, be a publick merit, that deserves a 
publick and signal reward ; this loss of one fifth of their debts and 
income will sit heavy on therii, who shall feel it, without the alleviation 
of any profit, or credit, that will thereby accrue to the nation, by such 
a lessening of our coin. 

If anyone ask, how I, a retired, private man, come at this time to 
meddle with money and trade, for they are inseparable ? I reply, that 
your lordship, and the other great men, that put me upon it, are 
answerable for it : whether what I say be to the purpose,- or no, that I 
myself am answerable for. This I can answer to all the world, that 
I have not said anything here, without a full persuasion of its truth ; 
nor with any other motive, or purpose, than the clearing of this arti- 
ficially perplexed, rather than in itself mysterious, subject, as far as 
vay poor talent reaches. That which, perhaps, I shall not be so well 
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able to answer to your lordship and myself, is the liberty I have taken, 
in such an address as this, to profess that I am, My Lord, 

Your lordship's most humble, and most obedient servant, 

JOHN LOCKE. 

THE PREFACE. 

Though Mr. Lowndes and I differ in the way, yet, I assure myself, 
our end is the same ; and that we both propose to ourselves the service 
of our country. He is a man known so able in the post be is in, to 
which the business of money peculiarly belongs ; and has showed him- 
self so learned in the records, and matters of the mint, and so exact 
in calculations and combinations of numbers relating to our coin, either 
already in use, or designed by him, that I think I should have troubled 
the publick no more on this subject, had not he himself engaged me in 
it ; and brought it to that pass, that either I must be thought to re- 
nounce my own opinion, or must publickly oppose his. 

Whilst his treatise was yet a manuscript, and before it was laid be- 
fore those great persons, to whom it was afterwards submitted, he did 
me the favour to shew it to me ; and made me the compliment, to ask 
me my opinion of it Though we had some short discourse on the 
subject, yet the multiplicity of his business, whilst I staid in town, and 
my health, which soon after forced me out of it, allowed us not an oc- 
casion to debate any one point thoroughly, and bring it to an issue. 
Before I returned to town, his book was in the press, and finished, be- 
fore I had an opportunity to see Mr. Lowndes again. And here he 
laid a new obligation on me, not only in giving me one of them, but 
telling me, when I received it from his hands, that it was the first he 
had parted with to anybody. I then went it over a second time, and 
having more leisure to consider it, I found there were a great many 
particulars in it drawn out of ancient records, not commonly known 
wherewith he had obliged the world. These, which very pleasingly 
entertained me, though they prevailed not on me to be of his opi- 
nion everywhere, yet joined with the great civilities he had shewn me 
left me in a disposition so little inclined to oppose anything in it, that 
I should rather have chosen to acknowledge myself in print, to he his 
convert, if his arguments had convinced me, than to have troubled the 
world with the reasons why I dissent from him. 

In this disposition, my pen rested from meddling any further with 
this subject whilst I was in town ; soon after, my own health, and the 
death of a friend, forced me into the country ; and the business occa- 
sioned thereby, and my own private affairs, took up all my time at my 
first coming thither ; and had continued on to do so, had not several 
repeated intimations and instances from London, not without some re- 
proaches of my backwardness, made me see, that the world concemeiji 
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me particularly in Mr. Lowndes^s postscript, and expected something 
from me on that occasion. 

Though possibly I was not wholly out of his mind when Mr. Lowndes 
writ that invitation, yet I shall not make myself the compliment, to 
think I alone am concerned in it The great importance of the matter, 
made him desire every one to contribute what he could to the clearing 
of it, and setting it in a true light. And I must do him this right, to 
think, that he prefers the publick good to his private opinion ; and 
therefore is willing his proposals and arguments should with freedom 
be examined to the bottom ; that, if there be any mistake in them, no- 
body may be misled by his reputation and authority, to the prejudice of 
his country. Thus I understand his postscript, and thus I shall endea- 
vour to comply with it I shall to the best of my skill, examine his 
arguments with all respect to him, and fidelity to truth, as far as I can 
discover it The frankness of his proceeding in particular with me, 
assures me he is so great a lover of truth and right, that he will not 
think himself injured when that is defended ; and will be glad, when 
it is made plain, by whose hand soever it be. 

This is what has made me publish these papers, without any deroga- 
tion to Mr. Lowndes, or so much as a suspicion that he will take it 
amiss. I judge of him by myself. For I shall think myself obliged 
to any one, who shall shew me or the pnblic, any material mistake in 
anything I have here said, whereon any part of the question turns. 



FURTHER CONSIDERATIONS CONCERNING RAISING 

THE VALUE OF MONEY. 

Silver is the instrument and measure of commerce in all the civilized 
and trading parts of the world. 

It is the instrument of commerce by its intrinsick value. 

The intrinsick value of silver, considered as money, is that estimate 
which common consent has placed on it, whereby it is made equivalent 
to all other things, and consequently is the universal barter, or ex- 
change, which men give and receive for other things, they would pur- 
chase or part with, for a valuable consideration : and thus, as the wise 
man tells us, money answers all things. 

Silver is the measure of commerce by its quantity, which is the mea- 
sure also of its intrinsick value. If one grain of silver has an intrin- 
sick value in it, two grains of silver has double that intrinsick value, 
and three grains treble, and so on proportionably. This we have 
daily experience of, in common buying and selling. For if one ounce of 
silver will buy, ue, is of equal value to, one bushel of wheat, two ounces 
of silver will buy two bushels of the same wheat, u e, has double the value. 

Hence it is evident, that an equal quantity of silver is always of equal 
value to an e(|ual quantity of silver, . 
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This, common sense, as well as the market, teaches us. For silver 
being all of the same nature and goodness, having all the same quali- 
ties, it is impossible but it should in the same quantity have the same 
value. For, if a less quantity of any commodity be allowed to be equal 
in value to a greater quantity of the same sort of commodity, it must 
be for some good quality it has, which the other wants. But silver to 
silver has no such difference. 

Here it will be asked, is not some silver finer than other ? 

I answer, one mass of mixed metal not discerned by the eye to be 
anything but silver, and therefore called silver, may have a less mix- 
ture of baser metal in it than another, and so in co.mmon speech is 
said to be finer silver. So ducatoons, having a less mixture of copper 
in them than our English coin has, are said to be finer silver. But the 
truth is, the silver that is in each is equally fine, as will appear when 
the baser metal is separate from it. And it is of this pure, or fine sil- 
ver, I must be understood, when I mention silver ; not regarding the 
copper, or lead, which may chance to be mixed with it. For example : 
T^ke an ounce of silver, and one fourth of an ounce of copper and 
melt them together, one may say of the whole mass, that it is not fine 
silver ; but it is true, there is an ounce of fine silver in it ; and though 
this mass, weighing one ounce and a quarter, be not of equal value to one 
ounce and a quarter of fine silver, yet the ounce of fine silver in it, is, 
when separate from the copper, of equal value to any other ounce of silver. 

By this measure of commerce, viz. the quantity of silver, men 
measure the value of all other things. Thus to measure what the value 
of lead is to wheat, and of either of them to a certain sort of linen cloth ; 
the quantity of silver, that each is valued at, or sells for, need only be 
known. For, if a yard of cloth be sold for half an ounce of silver, a 
bushel of wheat for one ounce, and a hundred weight of lead for two 
ounces; any one presently sees and says, that a bushel of wheat is 
double the value of a yard of that cloth, and but half the value of an 
hundred weight of lead. 

Some are of opinion, that this measure of commerce, like all other 
measures, is arbitrary, and may at pleasure be varied, by putting more, 
or fewer grains of silver, in pieces of a known denomination, v. g. by 
making a penny, or a shilling lighter, or heavier in silver, in a country 
where these are known denominations of pieces of siU'er money. But 
they will be of another mind, when they consider, that silver is a mea- 
sure of a nature quite different from all other. The yard, or quart men 
measure by, may rest indifferently in the buyers or sellers, or a third 
person's hands, it matters not whose it is. But it is not so in silver : it 
is the thing bargained for, as well as the measure of the bargain ; and 
in commerce passes from the buyer to the seller, as being in such a 
quantity equivalent to the thing sold : and so it not only measures the 
A'alue of the commodity it is appUed to, but is given in exchange for 
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it, as of equal value. But this it does, (as is visible) only by its quan- 
tity, and nothing else. For it must be remembered, that silver is the 
instrument, as well as measure, of commerce, and is given in exchange 
for the things traded for : and, everyone desiring to get ^ much as he 
can of it, for any commodity he sells, it is by the quantity of silver, he 
gets for it in exchange, and by nothing else, that he measures the value 
of the commodity he sells. 

The coining of silver, or making money of it, is the ascertaining of its 
quantity by a publick mark, the better to fit it for commerce. 

In coined silver, or money, there are these three things, which are 
wanting in other silver, i. Pieces of exactly the same weight and fine- 
ness, 2. A stamp, set on those pieces by the publick authority of that 
country. 3, A known denomination given to these pieces by the same 
authority. 

The stamp is a mark, and as it were a publick voucher, that a piece 
of such denomination is of such a weight, amd of such a fineness, i, €, 
has so much silver in it 

That precise weight and fineness, by law appropriated to the piec^ 
of each denomination, is called the standard. 

Fine silver is silver without the mixture of any baser metaL 

Alloy is baser metal mixed with it. 

The fineness of any metal appearing to be silver, and so called, is 
the proportion of silver in it, compared with what there is in it of baser 
metals. 

The fineness of standard silver in England, is eleven parts silver and 
one part copper, near : or, to speak more exactly, the proportion of 
silver to copper, is as 1 1 1 to 9. Whatever piece, or mass, has in it of 
baser metal, above the proportion of 9 to 1 1 1, is worse, or coarser than 
standard. Whatever mass of metal has a less proportion than 9 to 
1 1 1, of baser metal in it, is better, or finer than standard. 

Since silver is the thing sought for, and would better serve for the 
measure of commerce, if it were unmixed, it will possibly be asked, 
'why any mixture of baser metal is allowed in money, and what use is 
there of such alloy, which serves to make the quantity of silver less 
known, in the several coins of different countries ?* 

Perhaps it would have been better for commerce in general, and 
more convenient for all their subjects, if the princes every where, 
or at least in this part of the world, would at first have agreed on the 
fineness of the standard to have been just one twelfth alloy, in round 
numbers : without those minuter fractions which are to be found in 
the alloy of most of the coin of the several distinct dominions of this 
part of the world. Which broken proportion of baser metal to silver, 
in the standard of the several mints, seems to have been introduced by 
the skill of men employed in coining, to keep that art (as all trades 
are called), a mystery ; rather than for any use^ or necessity there wa? 
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of such broken numbers. But, be that as it will, the standard in oiir 
mint being now settled by authority, and established by custom, known 
at home and abroad, and the rules and methods of essaying suited to 
it ; and alljthe wrought plate, as well as coin of England, being made 
by that measure ; it is of great concernment that it should remain iin- 
variable. 

But to the question ; ' What need is there of any mixture of baser 
metal with silver in money or plate ? I answer, there is great reason 
for it For, 

I. Copper mixed with silver makes it harder, and so wears and 
wastes less in use, than if it were fine silver. 2. It melts easier. 
3. Silver, as it is drawn and melted from the mine, being seldom per- 
fectly fine, it would be a great charge by refining, to separate all the 
baser metals from it, and reduce it to perfectly unmixed silver. 

The use of coined silver, or money is, that every man in the country 
where it is current by publick authority, may, without the trouble of 
refining, essaying, or weighing, be assured, what quantity of silver he 
gives, receives, or contracts for, under such and such denominations. 

If this security goes not along with the publick stamp, coining is 
labour to no purpose, and puts no difference between coined money, 
and uncoined bullion. This is so obvious, that I think no government, 
where money is coined, ever overlooks it And therefore, the laws 
every where, when the quantity of silver has been lessened in any 
piece carrying the publick stamp, by clipping, washing, rounding, &c. 
have taken off the authority of the publick stamp, and declared it not 
to be lawful money. This is known to be so in England, and every 
one may not only refuse any money bearing the publick stamp, if it be 
clipped, or any ways robbed of the due weight of its silver ; but he that 
offers it in payment is liable to indictment, fine, and imprisonment 
From whence we may see, that the use and end of the publick stamp 
is only to be a guard and voucher of the quantity of silver, which men 
contract for. And the injury done to the publick faith, in this point, 
is that which in clipping and false coining heightens the robbery into 
treason. 

Men in their bargains contract not for denominations, or sounds, 
but for the intrinsick value ; which is the quantity of silvfcr, by publick 
authority warranted to be in pieces of such denominations. And it is 
by having a greater quantity of silver, that men thrive and grow richer, 
and not by having a greater number of denominations ; which, when 
they come to have need of their money, will prove but empty sounds, 
if they do not carry with them the real quantity of silver expected. 

The standard once settled by publick authority, the quantity of 
silver established under the several denominations (I humbly conceive) 
should not be altered till there were an absolute necessity shewn of such 
a change, which I think can never be. 
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Th6 reason why it should not be changed, is this ; because the 
publick authority is guarantee for the performance of all legal con- 
tracts. But men are absolved from the performance of their legal con- 
tracts, if the quantity of silver under settled and legal denominations 
be altered ; as is evident, if borrowing ;^ 100 or 400 ounces of silver, to 
repay the same quantity of silver (for that is understood by the same 
sum, and so the law warrants it), or taking a lease of lands for years 
to come, at the like rent oi£\oo^ they shall pay, both the one and the 
Other, in money coined under the same denominations, with one-fifth 
less silver in it, than at the time of the bargain : the landlord here and 
creditor are each defrauded of twenty per cent, of what they contracted 
for, and is their due. And Task, how much juster it would be thus to 
dissolve the contracts they had made, than to make a law, that from 
henceforth all landlords and creditors should be paid their past debts, 
and the rents for leases already made, in clipped money, twenty per 
c^nt. lighter than it should be ? Both ways they lose twenty per cent, 
of their due, and with equal justice. 

The case would be the same, and legal contracts be avoided, if the 
standard should be altered, on the other side, and each species of our 
coin be made one-fifth heavier. For then, he that had borrowed, or 
contracted for any sum, could not be discharged, by paying the quan- 
tity he agreed for, but be liable to be forced to pay twenty per cent, 
more than he bargained for, that is, more than he ought. 

On the other side : Whether the creditor be forced to receive less, or 
the debtor be forced tp pay more than his contract, the damage and in- 
jury is the same, whenever a man is defrauded of his due. And whe- 
ther this will not be a publick failure of justice, thus arbitrarily to give 
one man's right and possession to another, without any fault on the 
suffering man's side, and without any the least advantage to the pub- 
lick, I shall leave to be considered. 

Raising of coin is but a specious word to deceive the unwary. It 
only gives the usual denomination of a greater quantity of silver to a 
less, (z/.^., calling four grains of silver a penny to-day, when five grains 
of silver made a penny yesterday) but adds no ^worth or real value to 
the silver coin to make amends for its want of silver. That is impos- 
sible to be done. For it is only the quantity of silver in it that is, and 
eternally will be, the measure of its value. And to convince any one 
of this, I ask whether he, that is forced to receive but 320 ounces of 
silver under the denomination of ;£ioo (for 400 ounces of silver which 
he lent under the like denomination of ;^ioo) will think these 320 
ounces of silver, however denominated, worth those 400 ounces he 
lent ? If any one can be "Supposed so siUy, he need but go to the next 
market, or shop, to be convinced, that men value not money by the de- . 
nomination, but by the quantity of silver there is in it One may as 
rationally hope to lengthen a foot, by dividing it into fifteen partS; in- 
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Stead of twelve, and calling them inches, as to increase the value of 
the silver, that is in a shilling, by dividing it in fifteen parts instead of 
twelve, and calling them pence. This is all that is done when a shil- 
ling is raised from twelve to fifteen pence. 

Clipping of money is raising it without publick authority, the same 
denomination remaining to the piece that hath now less silver in it than 
it had before. 

Altering the standard, by coining pieces under the same denomina- 
tion with less silver in them than they formerly had, is doing the same 
thing by publick authority. The only odds is, that by clipping, the loss 
is not forced on any one, (for no body is obliged to receive clipped 
money ;) by altering the standard, it is. 

Altering the standard, by raising the money, will not get to the pub- 
lick, or bring to the mint to be coined, one ounce of silver : but will 
defraud the king, the church, the universities and hospitals, &c. of so 
much of their settled revenue, as the money is raised, v,g, twenty per 
cent if the money (as is proposed) be raised one fifth. It will weaken, 
if not totally destroy the publick faith, when all that have trusted the 
publick, and assisted our present necessities, upon acts of parliament, 
in the million lottery, bank act, and other loans, shall be defrauded of 
twenty per cent, of what those acts of parliament were security for. 
And to conclude, this raising our money will defraud all private men of 
twenty per cent, in all their debts and settled revenues. 

Clipping, by Englishmen, is robbing the honest man who receives 
clipped money, and transferring the silver, i,e,^ the value is pared off 
from it into the clipper's pocket. Clipping by foreigners is robbing 
England itself. And thus the Spaniards lately robbed Portugal of a 
great part of its treasure, or commodities (which is the same thing) by 
importing upon them clipped money of the Portugal stamp. 

Clipping, and clipped money, have, besides this robbery of the pub- 
lick, other great inconveniences ; as the disordering of trade, raising 
foreign exchange, and a general disturbance, which every one feels 
thereby in his private affairs. 

Clipping is so gainful, and so secret a robbery, that penalties cannot 
restrain it, as we see by experience. 

Nothing, I humbly conceive, can put a stop to clipping, now it is 
grown so universal, and men become so skilful in it, but making it un- 
profitable. 

Nothing can make clipping unprofitable, but making all light money 
go only for its weight This stops clipping in a moment, brings out all 
the milled and weighty money, deprives us not of any part of our 
clipped money for the use of trade, and brings it orderly, and by de- 
grees, and without force, into the mint to be recoined. 

If clipped money be called in all at once, and stopped from passing 
by weight, I fear it will stop trade, put our affairs all at a stand, and in- 
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troduce confusion. Whereas, if it be permitted to pass by its weight, 
till it can by degrees be coined, (the stamp securing its fineness, as well 
then as now, and the scales determining its weight) it will serve for 
paying of great sums, as commodiously almost as weighty money, and 
the weighty money, being then brought out, will serve for the market 
trade, and less payment, and also to weigh the clipped money by. 

On the other side ; If clipped money be allowed to pass current by 
tale, till it be all recoined, one of these two effects will apparently fol- 
low : either that we shall want money for trade, as the clipped money 
decreases, by being coined into weighty ;,(for very few, if any body^ 
who get weighty money into their hands, will part with it, whilst clipped 
money, not of half the value, is current) or if they do the coiners and 
clippers will pick it up, and new coin and clip it, whereby clipped 
money will be increased. So that, by this way, either money will be 
wanting to trade, or clipped money continued. If clipped money be 
stopped all at once, there is immediately a stop to trade. If it be per- 
mitted to pass in tale, as if it were lawful, weighty money, whilst it is 
recoining, and till all be recoined, that way also there will be an end 
of trade, or no end of clipped money. But, if it be made to pass for 
its weight, till it be all recoined, both these evils are avoided, and the 
weighty money, which we want, will be brought out to boot. 

Money is necessary to the carrying on of trade. For wh^e money 
fails, men cannot buy, and trade stops. 

Credit will supply the defect of it to some small degree, for a little 
while. But, credit being nothing but the expectation of money within 
some limited time, money must be had, or credit will fail. 

Money also is necessary to us, in a certain proportion to the plenty 
of it amongst our neighbours. For, if any of our neighbours have it in 
a much greater abundance than we, we are many ways obnoxious to 
them. I. They can maintain a greater force. 2. They can tempt 
away our people, by greater wages, to serve them by land, or sea, or 
in any labour. 3. They can command the markets, and thereby break 
our trade, and make us poor. 4. They can on any occasion ingross 
naval and warlike stores, and thereby endanger us. 

In countries where domestic mines do not supply it, nothing can 
bring in silver but tribute, or trade. Tribute is the effect of conquest : 
trade, of skill and industry. 

By commerce silver is brought in, only by an over-balance of trade. 

An over-balance of trade, is when the quantity of commodities, 
which we send to any country, do more than pay for those we bring 
from thence : for then the overplus is brought home in bullion. 

Bullion is silver, whose workmanship has no value. And thus foreign 
coin hath no value here for its stamp, and our coin is bullion in foreign 
dominions. 
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It is useless and labour in vain, to coin silver, imported into any 
country, where it is not to stay. 

Silver imported cannot stay in any country in which, by an over- 
balance of their whole trade, it is not made theirs, and doth not be- 
come a real increase of their wealth. 

If, by a general balance of its trade, England yearly sends out com- 
modities to the value of 400,000 ounces of silver, more than the com- 
modities we bring home from abroad cost us ; there is ;^ioo,ooo every 
year clear again : which will come home in money, by a real increase 
of our wealth, and will stay here. 

On the other side, if, upon a general balance of pur whole trade, we 
yearly import commodities from other parts, to the value of ;^ 100,000 
more than our commodities exported pay for, we every year grow 
;^ 1 00,000 poorer. And if, besides that, we should also import a million 
in bullion from Spain every year, yet it is not ours ; it is no increase 
to our wealth, nor can it stay here ; but must be exported again, every 
grain of it, with ;^ 100,000 of our own money to boot. 

I have heard it proposed, as a way to keep our money here, that we 
should pay our debts contracted beyond seas, by bills of exchange. 

The idleness of such a proposition will appear, when the nature of 
exchange is a little considered. 

Foreign#xchange is the paying of money in one country, to receive 
it in another. 

The exchange is high, when a man pays for bills of exchange above 
the par. It is low, when he pays less than the par. 

The par is a certain number of pieces of the coin of one country, 
containing in them an equal quantity of silver to that in another num- 
ber of pieces, of the coin of another country : v. g. supposing 36 skil- 
lings of Holland to have just as much silver in them as 20 English 
shillings. Bills of exchange drawn from England to Holland at the 
rate of 36 skillings Dutch for each pound sterling, is according to the 
par. He that pays the money here, and receives it there, neither gets 
nor loses by the exchange ; but receives just the same quantity of sil- 
ver in the one place, that he parts with in the other. But, if he pays 
one pound sterling to receive but 30 skillings in Holland, he pays one 
sixth more than the par, and so pays one sixth more silver for the ex- 
change, let the sum be what it will. 

The reason of high exchange, is the buying much commodities in 
any foreign country, beyond the value of what that country takes of 
oiirs. This makes Englishmen have need of great sums there, and 
this raises the exchange, or price of bills. For what grows more into 
demand, increases presently in price. 

Returning money by exchange, into foreign parts, keeps not one far- 
thing from going out : it only prevents the more troublesome and haz- 
ardous way of sending money in specie, forwards and backwards. Bills 
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ti exchange more commodiously, by scrips of paper, even the aceotints 
between particular debtors and creditors, in different countries, as far 
as the commerce between those two places is equivalent : but where 
the over-balance, on either side, demands payment, their bills of ex- 
change can do nothing ; but bullion, or money in specie must be sent 
For in a country where we owe money, and have no debts owing to 
us, bills will not find credit, but for a short time, till money can be sent 
to reimburse those that paid them ; unless we can think men beyond 
sea will part with their money for nothing. If the traders of England 
owe their correspondents of Holland ;£ioo,ooo, their accounts with all 
the rest of the world standing equal, and remaining so, one farthing of 
this ;£ioo,ooo cannot be paid by bills of exchange. For example, I 
owe £iQOO of it ; and to pay that, buy a bill of N. here, drawn on John 
de Wit of Amsterdam, to pay P. Van Lore, my correspondent there. 
The money is paid accordingly, and thereby I am out of Van Lore's 
debt ; but one farthing of the debt of England to Holland is not there- 
by paid ; for N. of whom I bought the bill of exchange, is now as much 
indebted to John de Wit, as I was before to P. Van Lore. Particular 
debtors and creditors are only changed by bills of exchange ; but the 
debt, owing from one country to the other, cannot be paid without real 
effects sent thither to that value, either in commodities, or money. 
Where the balance of trade barely pays for commodities with com- 
modities, there money must be sent, or else the debt cannot be paid. 

I have spoke of silver coin alone, because that makes the money of 
account, and measure of trade, all through the world. For all con- 
tracts are, I think, every where made, and accounts kept in silver coin. 
I am sure they are so in England and the neighbouring countries. 

Silver therefore, and silver alone, is the measure of commerce. Two 
metals, as gold and silver, cannot be the measure of commerce both 
together, in any country : because the measure of commerce must be 
perpetually the same, invariable, and keeping the same proportion of 
value in all its parts. But so only one metal does, or can do to itself : 
so silver is to silver, and gold to gold. An ounce of silver is always 
of equal value to an ounce of silver, and an ounce of gold to an ounce 
of gold ; and two ounces of the one, or the other, of double the value 
to an ounce of the same. But gold and silver change their value one 
to another : for supposing them to be in value as sixteen to one now ; 
perhaps the next month they may be as fifteen and three quarters, or 
fifteen and seven eighths to one. And one may as well make a mea- 
sure, V. g. a yard, whose parts lengthen and shrink, as a measiu^ of 
trade of materials that have not always a settled, unvariable value to 

'^ one another. 

^ One metal, therefore, alone can be the money of account and con- 
tract, and the measure of conmierce in any country. The fittest for 

^"^ this use, of all other, is silver, for many reasons, which need not here 
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be mentioned. It is enough that the world has agreed in it, and made 
it their common money ; and as the Indians rightly call it, measure. 
All other metals, gold, as well as lead, are but commodities. 

Commodities are moveables, valuable by money, the common 
measure. 

Gold, though not the money of the world, and the measure of 
commerce, nor fit to be so, yet may, and ought to be coined, to ascer- 
tain its weight and fineness ; and such coin may safely have a price, 
as well as a stamp set upon it, by publick authority ; so the value set 
be under the market-price. For then such pieces coined, will be a 
commodity as passable as silver money, very little varying in their 
price : as guineas which were coined at the value of 20s., but passed 
usually for between 21s. or 22s. according to the current rate ; but not 
having so high a value put upon them by the law, no body could be 
forced to take them to their loss at 21s. 6d. if the price of gold should 
happen at any time to be cheaper. 

From what has been said, I think it appears, 

1. That silver is that which mankind have agreed on, to take and 
give in exchange for all other commodities, as an equivalent 

2. That it is by the quantity of silver they give, or take, or contract 
for, that they estimate the value of other thiiigs, and satisfy for them ; 
and thus, by its quantity, silver becomes the measure of commerce. 

3. Hence it necessarily follows, that a greater quantity of silver has 
a greater value ; a less quantity of silver has a less value ; and an 
equal quantity an equal value. 

4. That money differs from uncoined silver only in this, that the 
quantity of silver in each piece of money, is ascertained by the stamp 
it bears : which is set there to be a publick voucher of its weight and 
fineness. 

5. That gold is treasure, as well as silver, because it decays not in 
keeping, and never sinks much in its value. 

6. That gold is fit to be coined, as well as silver ; to ascertain its 
quantity to those who have a mind to traffick in it ; but not fit to be 
joined with silver, as a measure of commerce. 

7. That jewels too are treasure, because they keep without decay; 
and have constantly a great value, in proportion to their bulk : but 
cannot be used for money, because their value is not measured by their 
quantity, nor can they, as gold and silver, be divided, and keep their 
value. 

8. The other metals are not treasure, because they decay in keeping 
and because of their plenty ; which makes their value little in a great 
bulk ; and so unfit for money, commerce, and carriage. 

9. That the only way to bring treasure into England, is tlie well 
ordering our trade. 

10. That the only way to bring silver and gold to the mint, for the 
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increase of our stock of money and treasure, which shall stay here, is 
kn over-balance of our whole trade.. All other ways to increase our 
money and riches, are but projects that will fail us. 

These things premised, 1 shall now proceed to shew wherein I differ 
from Mr. Lowndes, and upon what grounds I do so. 

Mr. Lowndes proposes, that our money should be raised (as it is 
called) one-fifth : that is. That all our present denominations of money, 
as penny, shilling, half-crown, crown, &c. should have each one-fifth 
less silver in it, or be answered with coin of one-fifth less value. How 
he proposes to have it done, I shall consider hereafter. I shall at pre- 
sent only examine the reasons he gives for it. 

His first reason, p. 68, he gives us in these words, ' The value of the 
silver in coin ought to be raised to the foot of 6s. 3d. in every crown ; be- 
cause the price of standard silver in bullion is raised to 6s. 5d. an ounce.' 

This reason seems to me to labour under several great mistakes ; as 

1. That standard silver can rise in respect of itself. 

2. That standard bullion is now, or ever was worth, or sold to the 
traders in it for 6s. 5d. the ounce, of lawful money of England. For if 
that matter of fact holds not to be so, that an ounce of sterling bullion 
is worth 6s. 5d. of our milled weighty money, this reason ceases : and 
our weighty crown-pieces ought not to be raised to 6s. 3d. because our 
light, clipped money will not purchase an ounce of standard bullion, 
under the rate of 6s. 5d. of that light money. And let me add here, 
nor for that rate neither. If therefore, the author means here, that an 
ounce of standard silver is risen to 6s. 5d. of our clipped money, I gi-ant 
it him, and higher too. But then, that has nothing to do with the rais- 
ing our lawful coin, which remains undipped ; unless he will say too, 
that standard bullion is so risen, as to be worth, and . actually to sell 
for 6s. 5d. the ounce of our weighty milled money. This I not only 
deny, but farther add, that it is impossible to be so. For 6s. 5d. of 
milled money weighs an ounce and a quarter near. Can it therefore 
be possible, that one ounce of any commodity, should be worth an 
ounce and a quarter of the self same commodity, and of exactly the 
same goodness ? For so is standard silver to standard silver. Indeed 
one has a mark upon it, which the other has not ? but it is a mark that 
makes it rather more, than less valuable : or if the mark, by hindering 
its exportation, makes it less valuable for that purpose, the melting-pot 
can easily take it off. 

The complaint made of melting down our weighty money, answers 
this reason evidently. For can it be supposed, that a goldsmith will 
give one ounce and a quarter of coined silver, for one ounce of bullion ; 
when by putting it into his melting-pot, he can, for less than a penny 
charge, make it bullion ? (For it is always to be remembered, what I 
think is made clear, that the value of silver, considered as it is money, 
and the measure of commerce, is nothing but its quantity.) And 

21 — 2 
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thus a milled shilling, which has double the weight of silver in it to a 
current shilling, whereof half the silver is clipped away, has double 
the value. And to shew that this is so, I will undertake, that any 
merchant, who has bullion to sell, shall sell it for a great deal less 
number of shillings in tale, to any one who will contract to pay him 
in milled money, than if he be paid in the current, clipped money. 

Those who say bullion is risen, I desire to tell me, what they mean 
by risen ? Any commodity, I think, is properly said to be risen, when 
the same quantity will exchange for a greater quantity of another 
thing ; but more particularly of that thing, which is the measure of 
commerce in the country. And thus com is said to be risen among 
the English in Virginia, when a bushel of it will seU, or exchange for 
more pounds of tobacco ; amongst the Indians, when it will sell for 
more yards of wampompeak, which is their money ; and amongst 
the English here, when it will exchange for a greater quantity of 
silver than it would before. Rising and falling of conmioditiesy is 
always between several commodities of distinct worths. But nobody 
can say, that tobacco (of the same goodness) is risen in respect of 
itself. One pound of the same goodness will never exchange for a 
pound and a quarter of the same goodness. And so it is in silver : 
an ounce of silver will always be of equal value to an ounce of silver : 
nor can it ever rise, or fall, in respect of itself : an ounce of standard 
silver can never be worth an ounce and a quarter of standard silver ; 
nor one ounce of uncoined silver, exchange for an ounce and a 
quarter of coined silver : the stamp cannot so much debase its value. 
Indeed the stamp, hindering its free exportation, may make the gold- 
smith (who profits by the return of money) give one hundred and 
twentieth, or one sixtieth, or perhaps, sometimes, one thirtieth more, 
that is 5s. 2>id., 5s. 3d., or 5s. 4d., the ounce of coined silver for 
imcoined, when there is need of sending silver beyond seas ; as there 
always is, when the balance of trade will not supply our wants, and 
pay our debts there. But much beyond this, the goldsmith vdll never 
give for bullion, since he can make it out of coined money at a 
cheaper rate. 

It is said, bullion is risen to 6s. 5d. the ounce, f>., that an ounce 
of uncoined silver will exchange for an ounce and a quarter of coined 
silver. If any one can believe this, I will put this short case to him. 
He has of bullion, or standard, uncoined silver, two round plates, 
each of an exact size and weight of a crown-piece : he has besides, 
of the same bullion, a round plate of the weight and size of a shilling, 
and another yet less, of an exact weight and size of a three-pence. 
The two great plates being of equal weight and fineness, I suppose 
he will allow to be of equal value, and that the two less, joined to 
either of them, make it one fifth more worth than the other is by 
itself, they having all three together one-fifth more silver in them. 
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Let US suppose, then, one of the greater, and the two less plates to 
have received the next moment, (by miracle, or by the mill, it 
matters not how,) the mark, or stamp, of our crown, our shilling, and 
our three-pence : can anybody say, that now they have got the stamp 
of our mint upon them, they are so fallen in value, or the other 
unstamped piece so risen, that that unstamped piece, which a moment 
before was worth only one of the other pieces, is now worth them all 
three ? Which is to say, that an ounce of uncoined silver, is worth 
an ounce and a quarter of coined. This is what men would persuade 
us, when they say, that bullion is raised to 6s. 5d. (of lawful money) 
the ounce, which I say is utterly impossible. Let us consider this a 
little further, in another instance. The present milled crown-piece, 
say they, will not exchange for an ounce of bullion, without the addi- 
tion of a shilling and a three-pence of weighty coin added to it. Coin 
but that crown-piece into 6s. 3d., and then they say it will buy an 
ounce of bullion, or else they give up their reason and measure of 
raising the money. Do that which is allowed to be equivalent to 
coining of a present milled crown-piece into 6s. 3d., viz. call it 75 
pence, and then also it must by this rule of raising buy an ounce of 
bullion. If this be so, the self-same milled crown-piece will, and will 
not exchange for an ounce of bullion. Call it 60 pence, and it will 
not : the very next moment call it 75 pence, and it will. I am afraid 
nobody can think, change of denomination has such power. 

Mr. Lowndes supports this, his first reason, with these words, p. 68. 
' This reason, which I humbly conceive will appear irrefragable, is 
grounded upon a truth so apparent, that it may well be compared to 
an axiom, even in mathematical reasoning ; to wit, that whensoever 
the intrinsick value of silver in the coin hath been, or shall be, less 
than the price of silver in bullion, the coin hath, and will be melted 
down.* 

This I think, though it be allowed Mr. Lowndes for as apparent a 
truth, and as certain a maxim as he could wish, yet serves not at all 
to his purpose of lessening the coin. For when the coin is, as it 
should be, according to the standard, (let the standard be what it will,) 
weighty and undipped, it is impossible that the value of coined silver 
should be less than the value, or price of uncoined ; because, as I have 
shev/n, the value and quantity of silver are the same : and where the 
quantities are equal, the values are equal, excepting only the odds that 
may be between bullion that may be freely exported, and coined silver 
that may not ; the odds whereof scarce ever amounts to above 2d. per 
ounce, and rarely to above a penny, or an half-penny. And this odds 
(whatever It be) will equally belong to his raised, milled money, which 
cannot be exported, as it will to our perfect milled money, which 
cannot be exported, as I shall have occasion to shew more particularly 
hereafter. All this disorder^ an4 ^ thous^n4 others, com^9 from light 
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and unlawful money being current For then it is no wonder that 
bullion should be kept up to the value of your clipped money ; that 
is, that bullion should not be sold by the ounce for less than 6s. sd., 
when that 6s. 5d. clipped money, paid for it, does not weigh above an 
ounce. This instance therefore, of the present price of bullion, proves 
nothing but that the quantity of silver in money governs the value of 
it, and not the denomination ; as appears, when clipped money is 
brought to buy bullion. This is a fair trial : silver is set against 
silver, and by that is seen, whether clipped money be of the same 
value with weighty of the same denomination, or whether it be not the 
quantity of silver in it that regulates its value. 

I cannot but wonder that Mr. Lowndes, a man so well skilled in the 
law, especially of the mint, the exchequer, and of our moaey, should all 
along in this argument speak of clipped money, as if it were the law- 
ful money of England ; and should propose by that (which is in effect 
by the clipper's sheers) to regulate a new sort of cointo be introduced 
into England. And if he will stand to that measure, and lessen the 
new coin to the rate of bullion sold in exchange for present, current, 
clipped money, to prevent its being melted down, he must make it yet 
much lighter than he proposes ; so that raising it, or to give it its due 
name, that of lessening of it one fifth, will not serve the turn : for I will 
be bold to say, that bullion now in England, is no where to be bought 
by the ounce for 6s. sd. of our present, current, clipped money. So 
that if his rule be true, and nothing can save tiie weighty coin from 
melting down, but reducing it to the weight that clipped money is 
brought to, he must lessen the money in his new coin much more than 
one fifth ; for an ounce of standard bullion will always be worth an 
ounce of clipped money, whether that in tale amount to 6s. sd. 6s. 6d. 
IDS. or any other number of shillings, or pence, of the nick-named 
cUpped money. For a piece of silver, that was coined for a shilling, 
but has half the silver clipped off, in the law, and in propriety of speech, 
is no more a shilling than a piece of wood, which was once a sealed 
yard, is still a yard, when one half of it is broke off. 

Let us consider this maxim a little farther : which out of the lan- 
guage of the mint, in plain English, I think amounts to thus much, viz. 
* That when an ounce of standard bullion costs a greater number of 
pence in tale, than an ounce of that bullion can be coined into, by the 
standard of the mint, the coin will be melted down.' I grant it, if bul- 
lion should rise to 15 pence the ounce above 5s. 2d. as is now pre- 
tended ; which is to say, that an ounce of bullion cannot be bought 
for less than an ounce and a quarter of the like silver coined. But 
that, as I have shewed, is impossible to be : and every one would be 
convinced of the contrary, if we had none now but lawful money cur- 
rent But it is no wonder, if the price and value of things be con- 
founded and uncertain, when the measure itself is lost For WQ have 
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now no lawful silver money current amongst us ; and therefore cannot 
talk, nor judge right, by our present uncertain, clipped money, of the 
value and price of things, in reference to our lawful, regular coin, ad- 
justed and kept to the unvarying standard of the mint. The price of 
silver in bullion above the value of silver in coin, when clipping has not 
defaced our current cash (for then the odds is very rarely above a penny, 
or twopence the ounce) is so far from being a cause of melting down our 
coin, that this price, which is given above the value of the silver in our 
coin, is given only to preserve our coin from being melted down : for 
nobody buys bullion at 5s. 2d. the ounce, (which is just the value) for 
any other reason, but to avoid the crime and hazard of melting down 
our coin. 

I think it will be agreed on all hands, that nobody will melt down our 
money, but for profit. Now profit can be made by melting down our 
money but only in two cases. 

First, when the current pieces of the same denomination are un« 
equal, and of different weights, some heavier, some lighter : for then 
the traders in money cull out the heavier, and melt them down with 
profit This is the ordinary fault of coining by the hammer, wherein 
it usually sufficed, that a bar of silver was cut into as many half-crowns, 
or shillings, as answered its whole weight ; without being very exact in 
making each particular piece of its due weight ; whereby some pieces 
came to be heavier, and some lighter, than by the standard they should. 
And then the heavier pieces were culled out, and there was profit to be 
made (as one easily perceives) in melting them down. But this cause 
of melting down our money is easily prevented, by the exacter way of 
coining by the mill, in which each single piece is brought to its just 
weight. This inequality of pieces of the same denomination, is to be 
found in our money, more than ever, since clipping has been in 
fashion : and therefore, it is no wonder, that in this irregular state of 
our money, one complaint is, that the heavy money is melted down. 
But this also the making clipped money go at present for its weight, 
(which is a sudden reducing of it to the standard) and then, by degrees 
recoining it into milled money, (which is' the ultimate and more com- 
plete reducing it to the standard) perfectly cures. 

The other case, wherein our money comes to be melted down, is a 
losing trade ; or, which is the same thing in other words, an over-great 
consumption of foreign commodities. Whenever the over-balance of 
foreign trade makes it difficult for our merchants to get bills of ex- 
change, the exchange presently rises, and the returns of money raise 
them in proportion to the want of money Englishmen have in any parts 
beyond seas. They, who thus furnish them with bills, not being, able 
to satisfy their correspondents, on whom those bills are drawn, with 
the product of our commodities there, must send silver from hence to re- 
imburse them, and repay the money they have drawn out of their handa 
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Whilst bullion may be had for a small price more than the weight of 
our current cash, these exchanges generally chuse rather to buy bul- 
lion, than run the risque of melting down our coin, which is criminal 
by law. And thus the matter for the most part went, whilst milled and 
clipped money passed promiscuously in payment : for so long a clipped 
half-crown was as good here as a milled one, since one passed, and 
could be had as freely as the other. But as soon as there began to be 
a distinction between clipped and undipped money, and weighty money 
could no longer be had for the light, bullion (as was natural) arose ; 
and it wotild fall again to-morrow to the price it was at before, if there 
were none but weighty money to pay for it In short, whenever the whole 
of our foreign trade and consumption exceeds our exportation of com- 
modities, our money must go to pay our debts so contracted whether 
melted or not melted down. If the law makes the exportation of our 
coin penal, it will be melted down ; if it leaves the exportation of our 
coin free, as in Holland, it will be carried out in specie. One way, or 
other, go it must, as we see in Spain ; but whether melted down, or 
not melted down, it matters little : our coin and treasure will be both 
ways equally diminished, and can be restored, only by an over-balance 
of our whole exportation, to our whole importation of consumable com- 
modities. Laws, made against exportation of money, or bullion, will 
be all ^in vain. Restraint, or liberty in that matter, makes no country 
rich or poor ; as we see in Holland, which had plenty of money imder 
the free liberty of its exportation, and Spain, in great want of money un- 
der the severest penalties against carrying of it out. But the coining, or 
not coining our money, on the same foot it was before, or in bigger, or 
less pieces, and under whatsoever denominations you please, contri- 
butes nothing to, or against its melting down, or exportation, so our 
money be all kept, each species in its full weight of silver, according to 
the standard : for if some be heavier, and some lighter, allowed to be 
current, so under the same denomination the heavier will be melted 
down, where the temptation of profit is considerable, which in well re- 
gulated coin kept to the standard, cannot be. But this melting down 
carries not away one grain of our treasure out of England. The com- 
ing and going of that depends wholly upon the balance of our trade ; 
and therefore it is a wrong conclusion which we find, p. 71. * That 
continuing either old, or new coins on the present foot, will be nothing 
else but furnishing a species to melt down at an extravagant profit, and 
will encourage a violent exportation of our silver, for sake of tlie gain 
only, till we shall have little or none left* For example : let us sup- 
pose all our light money new coined, upon the foot that this gentleman 
would have it, and all our old milled crowns going for 15 pence as he 
proposes, and the rest of the old milled money proportionably ; I desire it 
to be shewed how this would hinder the exportation of one ounce of silver, 
whilst our affairs are in the present posture. Again, on the other side, 
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supposing all our money were now milled coin upon the present foot, 
and our balance of trade changing, our exportation of commodities 
were a million more than our importation, and like to continue so 
yearly ; whereof one half was to Holland and the other to Flanders, 
there being an equal balance between England and all other parts of the 
world we trade to ; I ask, what possible gain could any Englishman 
make, by melting down and carrying out our money to Holland and 
Flanders, when a million was to come thence hither, and Englishmen 
had more there already than they knew how to use there, and could 
not get home without paying dear there for bills of exchange? If that 
were the case of our trade, the exchange would presently fall here, and 
rise there beyond the par of their money to ours, /. e. an English mer- 
chant must give in Holland more silver, for the bills he bought there, 
than he should receive upon those bills here, if the two sums were 
weighed one against the other : or run the risque of bringing it home 
in specie. And what then could any Englishman get by exporting 
money, or silver thither? 

These are the only two cases wherein our coin can be melted dowi^ 
with profit; and I challenge any one living to shew me any other. • The 
one of them is removed only by a regular just coin, kept equal to the 
standard ; be that what it will, it matters not, as to the point of melt^ 
ing down of the money. The other is to be removed only by the 
balance of our trade kept from running us behind-hand, and contract^ 
ing debts in foreign countries by an over-consumption of their com- 
modities. 

To those who say, that the exportation of our money, whether melted 
down, or not melted down, depends wholly upon our consumption of 
foreign commodities, and not at all upon the sizes of the several species 
of our money, which will be equally exported or not exported, whether 
coined upon the old, or the proposed new foot : Mr. Lowndes replies ; 

1. That 'the necessity of foreign expense, and exportation to answer 
the balance of trade, may be diminished, but cannot in any sense be 
augmented, by raising the value of our money.' 

I beg his pardon, if I cannot assent to this. Because the necessity 
of our exportation of money, depending wholly upon the debts which 
we contract in foreign parts, beyond what our commodities exported 
can pay ; the coining our money in bigger, or less pieces, under the 
same, or different denominations, or on the present, or proposed foot, 
in itself neither increasing those debts, nor the expenses that make 
them, can neither augment, nor diminish the exportation of our money. 

2. He replies, p. 72. That melters of the coin 'will have less profit 
by fourteenpence halfpenny in the crown/ when the money is coined 
upon the new foot. 

To this I take the liberty to say, that there will not be a farthing 
more profit in melting down the money, if it were all new milled 
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money, upon the present foot, than if it were all new coined, as is pro- 
posed, one fifth lighter. For whence should the profit arise more in 
the one, than in the other? But Mr. Lowndes goes upon this supposi* 
tion ; that standard bullion is now worth 6s, 5d. an ounce of milled 
money, and would continue to sell for 6s. 5 d. the ounce, if our money 
were all weighty milled money : both which I take to be mistakes, and 
think I have proved them to be so. 

3. He says, * It is hoped that the exchange to Holland may be kept 
at a stand, or at least from falling much lower.' I hope so too. But 
how that concerns this argument, or the coining of the money upon a 
new foot, I do not see. 

4. He says, p. 73. ' There is a great difference with regard to the ser- 
vice or disservice of the publick, between carrying out bullion, or coin 
for necessary uses, or for prohibited commodities.' The gain to the 
exporters, which is that which makes them melt it down and export it, 
is the same in both cases. And the necessity of exporting it is the 
same. For it is to pay debts, which there is an equal necessity of pay- 
ing, when once contracted, though for useless things. They are the 
goldsmiths and dealers in silver, that usually export what silver is sent 
beyond sea, to pay the debts they have contracted by their bills of ex- 
change. But those dealers in exchange seldom know, or consider, 
how they, to whom they give their bills, have, or will employ the 
money, they receive upon those bills. Prohibited conmiodities, it is- 
true, should be kept out, and useless ones impoverish us by being 
brought in. But this is the fault of our importation : and there the 
mischief should be cured, by laws, and our way of living. For the 
exportation of our treasure is not the cause of their importation, but 
the consequence. Vanity and luxury spends them : that gives Uiem 
vent here : that vent causes their importation : and when our mer- 
chants have brought them, if our commodities will not be enough, our 
money must go to pay for them. But what this paragraph has in it 
against continuing our coin upon the present foot, or for making our 
coin lighter, I confess here again, I do not see. 

1 1 is true what Mr. Lowndes observes here, the importation of gold, 
and the going of guineas at 30s. has been a great prejudice and loss to 
the kingdom. But that has been wholly owing to our clipped money, 
and not at all to our money being coined at 5s. 2d. the ounce ; nor is 
the coining our money lighter, the cure of it The only remedy for 
that mischief, as well as a great many others, is the putting an end to 
the passing of clipped money by tale, as if it were lawful coin. 

5. His fifth head, p. 74, is to answer those, who hold, that by the 
lessening our money one fifth, all people, who are to receive money 
upon contracts already made, will be defrauded of twenty per cent, of 
their due : and thus all men will lose one fifth of their settled revenues, 
and all men, that have lent money, one fifth of their principal and use. 
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To remove this objection, Mr. Lowndes says, that silver in England is 
grown scarce, and consequently dearer, and so is of higher price. Let 
us grant for the present, it is of higher price (which how he makes out, 
I shall examine by and by.) This, if it were so, ought not to annul 
any man's bargain, nor make him receive less in quantity than he lent. 
He was to receive again the same sum, and the publick authority was 
guarantee that the same sum should have the same quantity of silver, 
under the same denomination. And the reason is plain, why in justice 
he ought to have the same quantity of silver again, notwithstanding 
any pretended rise of its value. For if silver had grown more plenti- 
ful, and by -consequence (by our author's rule) cheaper, his debtor 
would not have been compelled, by the publick authority, to have paid 
him, in consideration of its cheapness, a greater quantity of silver than 
they contracted for. Cacao-nuts were the money of a part of America, 
when we first came thither. Suppose then you had lent me last year 
300, or fifteen score cacao-nuts, to be repaid this year, would you be 
satisfied and think yourself paid your due, if I shoud tell you, cacao- 
nuts were scarce this year, and that fourscore were of as much value 
this year as an hundred the last ; and that therefore, you were well 
and fully paid, if I restored to you only 240 for the 300 I borrowed ? 
Would you not think yourself defrauded of two thirds of your right, by 
such a payment ? Nor would it make any amends for this to justice, 
or reparation to you, that the publick had (after your contract, which 
was made for fifteen score) altered the denomination of score, and ap- 
plied it to sixteen instead of twenty. Examine it, and you will find this 
just the case, and the loss proportionable in them both ; that is, a real 
loss of twenty per cent. As to Mr. Lowndes's proofs, that silver is now 
one fifth more value than it was, and therefore a man has right done 
hini, if he receives one fifth less than his contract, I fear none of them 
will reach Mr, Lowndes's point. He saith, p. 77, * By daily experience 
nineteen penny weight, and three tenths of a penny weight of sterling 
silver, which is just tiie weight of a crown piece, will purchase more 
coined money than five undipped shillings.' I wish he had told us 
where this daily experience he speaks of, is to be found : for I dare 
say no body hadi seen a sum of undipped shillings paid for bullion 
any where these twelve months, to go no further back. 

In the next place, I wish he had told us how much more than five 
lawful milled shillings, bullion of the weight of a crown-piece will pur- 
chase. If he had said it would purchase 6s. 3d. weighty money, he 
had proved the matter in question. And whoever has the weight of a 
crown in silver paid him in Mr. Lowndes's new coin instead of 6s. 3d. 
of our present money, has no injury done him, if it will certainly pur- 
chase him 6s. 3d. all undipped, of our present money. But every one 
at first sight perceives this to be impossible, as I have already proved 
it I have in this the concurrence of Mr. Lowndes's new scheme^ to 
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prove it to be so. For, p. 62, he proposes that his silver unit having 
the weight and fineness of a present undipped crown-piece, should go 
for 75 pence ; and that the present shilling should go for 15 pence ; 
by which establishment there will be 75 pence in his unit, and 93 
pence three farthings in 6s. 3d., weighty money of the present coin ; 
which is an undeniable confession, that it is as impossible for his silver 
unit, having no more silver in it than a present undipped crown) to be 
worth, and so to purchase, six undipped shillings and three-pence of 
our present money ; as it is for 75 pence to be worth 93 of die same 
pence, or 75 to be equal to 93. 

If he means by more, that his sterling silver of the weight of a crown- 
piece will purchase a penny, or two-pence more than five undipped 
shillings, which is the most, and which is but accident^ too ; what is 
this rise of its value to 15 pence? And what amends will one sixtieth 
(a little more or less) rise in value, make for one fifth diminished in 
weight, and loss in quantity? which is all one as to say, that a penny, 
or thereabouts, shall make amends for fifteen pence taken away. 

Another way to recommend his new coin, to those who shall receive 
it, instead of the present weightier coin, he tells them, p. ^^y, it will pay 
as much debt, and purchase as much commodities as our present 
money which is one fifth heavier : what he says of debts is true. But 
yet I would have it well considered by our English gentlemen, that 
though creditors will lose one fifth of their principal and use, and land- 
lords will lose one fifth of their income, yet the debtors and tenants 
will not get it. It will be asked, who then will get it ? Those, I say, 
and those only, who have great sums of weighty money (whereof one 
sees not a piece now in payments) hoarded up by them, will get by it. 
To those, by the proposed change of our money, will be an increase of 
one fifth, added to their riches, paid out of the pockets of the rest of 
the nation. For what these men received for 4s. they will pay again 
for five. This weighty money hoarded up, Mr. Lowndes's, p. 105, com- 
putes at ;^ 1,600,006. So that by raising our money one fifth, there 
will ;£32o,ooo be given to those, who have hoarded up our weighty 
money ; which hoarding up of money is thought by many to have no 
other merit in it, than the prejudicing our trade and publick afiiEiirs, 
and increasing our necessities, by keeping so great a part of our money 
from coming abroad, at a time when there was so great need of it. If 
the sum of undipped money in the nation be, as some suppose, much 
greater ; then there will, by this contrivance of the raising our coin, 
be given to these rich hoarders, much above the aforesaid sum of 
;^32o,ooo of our present money. No body else, but these hoarders, 
can get a farthing by this proposed change of our coin ; unless men 
in debt have- plate by them, which they will coin to pay their debts. 
Those too, I must confess, will get one fifth by all the plate of their 
pvvn, which they shall coin and pay debts with, valuing their plate at 
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bullion ; but if they shall consider the fashion of their plate, what that 
cost when they bought it, and the fashion that new plate would dost 
them, if they intend ever to have plate again, they will find this Otte 
fifth seeming present profit, in coining their plate to pay their debtSj 
amounts to little, or nothing at all. No body then but the hoarders 
will get by this twenty per cent. And I challenge any one to shew, 
how any body else (but that little in the case of plate coined to pay 
debts) shall get a farthing by it. It seems to promise fairest to the 
debtors : but to them too it will amount to nothing. For he, that takes 
up money to pay his debts, will receive this new money, and pay it 
again at the same rate he received it, just as he does now our present 
coin, without any profit at all. And though commodities (as is natural) 
shall be raised, in proportion to the lessening of the money, no body 
will get by that, any more than they do now, when all things are grown 
dearer. Only he that is bound up by contract to receive any sum, 
under such a denomination of pounds, shillings, and pence, will find 
his loss sensibly, when he goes to buy commodities, and make new bar- 
gains. The markets and the shops will soon convince him, that his 
money, which is one fifth lighter, is also one fifth worse ; when he 
must pay twenty per cent, more for all the commodities he buys, with 
the money of the new foot, than if he bought it with the present coin. 

This Mr. Lowndes himself will not deny, -when he calls to mind what 
he himself, speaking of the inconveniencies we suffer by our clipped 
money, says, p. 115, * Persons before they conclude in any bargains, 
are necessitated first to settle the price or value of the very money they 
are to receive for their goods, and if it be in clipped, or bad money, 
they set the price of their goods accordingly, which I think has been 
one great cause of raising the price, not only of merchandize, but even 
of edibles, and other necessaries for the sustenance of the common 
people, to their great grievance.* That every one who receives money 
after the raising our money, on contracts made before the change, must 
lose twenty pet cent, in all he shall buy, is demonstration, by Mr. 
Lowndes's own scheme. Mr. Lowndes proposes that there should be 
shillings coined upon the new foot, one fifth lighter than our present 
shillings, which should go for twelve-pence a-piece ; and that the un- 
dipped shillings of the present coin should go for fifteen-pence a-piece ; 
and the crown for seventy-five pence. A man who has a debt of a 
hundred pounds owing him, upon bond, or lease, receives it in these 
new shillings, instead of lawful money of the present standard ; he goes 
to market with twenty shillings in one pocket of this new money, which 
are valued at 240 pence, and in the other pocket with four milled 
crown-pieces, (or twenty milled shillings of the present coin) which are 
valued at three hundred pence, which is one fifth more : it is demon- 
stration then, that he loses one fifth, or twenty per cent, in all that he 
buys, by the receipt of this new money for the present coin, which was 
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his due ; unless those he deals with will take four for five-pence, or 
four shillings for five shillings. He buys, for example, a quart of oil 
for fifteen-pence : if he pay for it with the old money in one pocket, one 
shilling will do it : if with the new money in the other, he must add 
three pence to it, or a quarter of another shilling ; and so of all the 
rest that he pays for, with either the old money, which he should have 
received his debts in, or with the new, which he was forced to receive 
for it. Thus far, it is demonstration, he loses twenty per cent, by re- 
ceiving his debt in a new money thus raised, when he uses it to buy 
any thing. But to make him amends, Mr. Lowndes tells him, silver is 
now dearer, and all things consequently will be bought cheaper twenty 
per cent. And yet at the same time he tells him, in the passage above 
cited out of p. 115, that all other things are grown dearer. I am sure 
there is no demonstration, that they will be sold twenty per cent 
cheaper. And, if I may credit housekeepers and substantial tradesmen 
all sorts of provisions and commodities are lately risen excessively : 
and, notwithstanding the scarcity of silver, begin to come up to the 
true value of our clipped money, every one selling their commodities 
so as to make themselves amends in the number of light pieces for 
what they want in weight. A creditor ought to think the new light 
money equivalent to the present heavier, because it will buy as much 
commodities. But what if it should fail, as it is ten to^one but it 
will, what security has he for it ? He is told so, and he must be satis- 
fied. That salt, wine, oil, silk, naval stores, and all foreign comLmodi- 
ties, will none of them be sold us by foreigners for a less quantity of 
silver than before, because we have given the name of more pence 
to it, is, I think, demonstration. All our names, (if they are any more 
to us) are to them but bare sounds, and our coin, as theirs to us, but 
mere bullion, valued only by its weight. And a Swede will no more 
sell you his hemp and pitch, or a Spaniard his oil, for less silver, be- 
cause you tell him silver is scarcer now in England, and therefore risen 
in value one fifth, than a tradesman in London will sell his commodity 
cheaper to the Isle of Man, because they are grown poorer, and money 
is scarce there. 

All foreign commodities must be shut out of the number of those 
that will fall, to comply with our raising our money. Com, also, it is 
evident, does not rise, or fall, by the differences of more or less plenty 
of money, but by the plenty and scarcity that God gives. For our 
money, in appearance remaining the same, the price of com is double 
one year to what it was the precedent ; and therefore we must certainly 
make account, that since the money is one fifth lighter, it will buy one 
fifth less com communibus annis. And this being the great expence of 
the poor, that takes up almost all their earnings, if corn be, communis 
bus annis, sold for one fifth more money in tale, than before the change 
of our money, they too must have one fifth more in tale of the new 
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money, for their wages than they have now, and the day-labourer must 
have, not only twelve, but fifteen pence of the new money a day, which 
is the present shilling that he has now, or else he cannot live. So that 
all foreign commodities, with com and labour, keeping up their value 
to the quantity of silver they sell for now, and not complying, in the 
fall of their real price, with the nominal raising of our money, there is 
not much left wherein landlords and creditors are to expect the recom- 
pence of twenty per cent, abatement of price in commodities, to make 
up their loss in the lightness of our money, they are paid their rents 
and debts in. It would be easy to shew the same thing concerning our 
other native commodities, and make it clear that we have no reason to 
expect they should abate of their present price, any more than com 
and labour : but this is enough, and any one who has a mind to it, 
may trace the rest at his leisure. 

And thus I fear the hopes of cheaper penny-worths, which might be- 
guile some men into a belief that landlords and creditors would receive 
no less by the proposed new money, is quite vanished. But if the pro- 
mise of better penny-worths, and a fall of all commodities twenty per 
cent should hold true, this would not at all relieve creditors and land- 
lords, and set them upon equal terms with their neighbours : because the 
cheap penny-worths will not be for them alone, but every body else, as 
well as they, will share in that advantage ; so that their silver being 
diminished one fifth in their rents and debts, which are paid them, 
they would still be twenty per cent, greater losers than their unhoard- 
ing neighbours, and forty per cent greater losers than the hoarders of 
money ; who will certainly get twenty per cent, in the money, what- 
ever happens in the price of things ; and twenty per cent more in the 
cheapness of conmiodities, if that promised recompense be made good 
to creditors and landlords. For the hoarders of money (if the price of 
things falls) will buy as cheap as they. So that whatever is said of 
the cheapness of commodities, it is demonstration, (whether that proves 
true, or no) that creditors, and landlords, and all those, who are to re- 
ceive money, upon bargains made before the proposed change of our 
coin, will unavoidably lose twenty per cent 

One thing Mr. Lowndes says in this paragraph is very remarkable, 
which I think decides the question. His words, p. 78, are these, * That 
if the value of the silver in the coins (by an extrinsick denomination) 
be raised above the value, or market-price, of the same silver reduced 
to bullion, the subjects would be proportionably injured or defrauded, 
a,s they were formerly in the case of base monies, coined by publick 
authority.* It remains therefore only to shew, that the market price 
of standard bullion is not one fifth above our coin that is to be raised, 
and then we have Mr. Lowndes of our side too against its raising. I 
think- it. is abundantly proved already, that standard bullion neither is, 
nor can be, worth one fifth more than our lawful weighty money : afid 
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if it be not, by Mr. Lowndes's confession, tbere is i;io need of raising 
our present, legal, milled money to that degree ; and it is only our 
clipped money that wants amendment : and when that is recoined 
and reduce'd all to milled and lawful money, that then too will have 
no need of raising. This I shall now prove out of Mr. Lowndes's own 
words here. 

Mr. Lowndes, in the forecited words, compares the value of silver in 
our coin, to the value of the same silver reduced to bullion ; which he 
supposing to be as four to five, makes that the measure of the raising 
our money. . If this be the difference of value between silver in bullion, 
and silver in coin ; and if it be true, that four ounces of standard bul- 
lion be worth five ounces of the same silver coined ; or, which is the 
same thing, that bullion, will sell by the ounce for 6s. 5d. undipped 
money ; I will take the boldness to advise his majesty to buy, or to 
borrow any where so much bullion, or, rather than be without it, melt 
down so much plate, as is equal in weight to ;^I200 sterling of our 
present milled money. This let him sell for milled money. And, ac- 
cording to our author's rule, it will yield ;^i5oo. Let that ;^i5oo be re- 
duced into bullion, and sold again, and it will produce ;£ i860;- which 
;f 1 860 of weighty money being reduced into bullion, will still produce one 
fifth more in weight of silver, being sold for weighty money. And thus his 
majesty may get at least ;£32o,ooo by selling of bullion for weighty 
money, and ipelting that down into bullion, as fast as he receives it ; 
till he has brought into his hands the ;£ 1,600,000, which Mr. Lowndes 
computes there is of weighty money left in England. 

I doubt not but every one, who reads it, will think this a very ridi- 
culous proposition. But he must think it ridiculous for no other rea- 
son, but because he sees it is impossible that bullion should sell for 
one fifth above its weight of the same silver coined ; that is, that an 
ounce of standard silver should sell for 6s. sd. of our present weighty 
money. For if it will, it is no ridiculous thing that die king should 
melt down, and make that profit of his money. 

If our author's rule (p. 78, where he says, * That the only just and 
reasonable foot, upon which the coins should be current, is the very 
price of the silver thereof, in case it be molten in the same place where 
coins are made current') be to be observed ; our money is to be raised 
but an halfpenny, or at most a penny in 5s. : for that was the ordinary 
odds in the price between bullion and coined silver, before clipping 
had deprived us, in commerce, of all our milled and weighty money. 
And silver in standard bullion would not be in value one jot above 
the same silver in coin, if clipped money were not current by tale, and 
coined silver (as Mr. Lowndes proposes, p. 73) as well as bullion, had 
the liberty of exportation. For when we have no clipped money, but 
aU our current coin is weight, according to the standard, all the odds 
of value that silver in bullion has to silver in coin, is only owing to the 
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prohibition of its exportation in money ; and never rises, nor can rise, 
above what the goldsmith shall estimate the risque and trouble of melt- 
ing it down ; which is so little, that the importers of silver could never 
raise it to above a penny an ounce, but at such times as the East-India 
company, or some foreign sale, calling for a great quantity of silver at 
a time made the goldsmiths scramble for it ; and so the importers of 
buUion raise its price upon them, according to the present need of 
gr^t quantities of silver which every goldsmith (eager to ingross to 
himself as much as he could) was content to pay high for, rather than 
go without : his present gains from those whom he furnished, and 
whom otherwise he could not furnish, making him amends. 

The natural value then, between silver in bullion, and in coin, is (I 
say) everywhere equal ; bating the charge of coinage, which gives the 
advantage to the side of the coin. The ordinary odds here in Eng- 
land, between silver in bullion, and the same in our coin, is, by reason 
that the stamp hinders its free exportation, about a penny in the 
crown. The accidental difference, by reason of sudden occasions, is 
sometimes (but rarely) two-pence in five shillings, or somewhat more 
in great urgencies. And since the ordinary rate of things is to be 
taken as the measure of their price, and Mr. Lowndes tells us, p. 78, 
' That if the value of the silver in their coins, should be raised above 
the value, or market-price, of the same silver reduced to bullion, the 
subject would be proportionably injured and defrauded ;' I leave him 
to make the inference, what will be the consequence in England, if our 
coin be raised here one-fifth, or twenty per cent 

Mr. Lowndes says farther, p. 80, That silver has a price. I answer ; 
silver to silver can have no other price, but quantity for quantity. If 
there be any other difference in value, it is, or can be nothing, but one 
of these two : first, either the value of the labour employed about one 
parcel of silver more than another, makes a difference in their price ; 
and thus fashioned plate sells for more than its weight of the same 
silver ; and in countries where the owners pay for the coinage, silver 
in coin is more worth than its weight in bullion ; but here, where the 
publick pays the coinage, they are of very near equal value, when 
there is no need of exportation : for then there is no more odds than 
the trouble of carrying the bullion to the mint, and fetching again, is 
worth ; or the charge of refining so ipuch of it, as will bring it to 
standard, if it be worse than standard. 

Or secondly, some privilege belonging to one parcel of silver, which 
is denied to another, viz., here in England a liberty of exportation 
allowed to silver in bullion, denied to silver stamped. This, when 
there is need of exportation of silver, gives some small advantage of 
value to uncoined silver here, above coined ; but that is ordinarily 
very inconsiderable ; and can never reach to one fifth, nor half one 
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fifth, as has been already shewn. And this, I think, will answer all 
that is said about the price of silver in that place. 

It is true what Mr. Lowndes says, in the next words, p. 8i, * That 
five shillings coined upon the foot proposed, will actually contain 
more real and intrinsick value of silver by a great deal, than is in the 
current money, now commonly applied to the payment of the said 
rents, revenues, and debts.' But will he hence conclude, because there 
is now lost in those rents, revenues, and debts, a great deal more than 
twenty per cent under the present irregularity of our coin, and the 
robbery in clipped money, without any the least neglect, or miscarriage 
in the owner, that entitled him to that loss, that therefore, it is just 
that the loss of twenty per cent be established on him by law for the 
future, in the reforming of our coin ? 

Mr. Lowndes's second reason for lessening of our coin, we have, p. 
82, in these words, " The value of the silver in the coin ought to be 
raised, to encourage the bringing of bullion to the mint to be coined." 
This raising of money is in effect, as has been seen, nothing but giving 
a denomination of more pence to the same quantity of silver, viz.. 
That the same quantity of silver shall hereafter be called seventy-five 
pence, which is now called but sixty-pence. For that is all is done, 
as is manifest, when a crown-piece, which now but goes for sixty-pence, 
shall be made to go for seventy-five pence ; for it is plain, it contains 
nothing of silver, or worth in it, more than it did before. Let us sup- 
pose, that all our silver coin now in England were six-pences, shillings, 
half-crowns, and crowns, all milled money, full weight, according to 
the present standard ; and that it should be ordered, that for the 
future, the crown-piece, instead of going for sixty-pence, should go for 
seventy-five pence, and so proportionably, of all the other pieces ; I 
ask, then, how such a change of denomination shall bring bullion to 
the mint to be coined, and from whence ? I suppose this change of 
names, or ascribing to it more imaginary parts of any denomination, 
has no charms in it to bring bullion to the mint to be coined : for 
whether you' call the piece coined twelve-pence, or fifteen-pence, or 
sixty, or seventy-five, a crown, or a sceptre, it will buy no more silk, 
salt, or bread than it would before. That, therefore, cannot tempt 
people to bring it to the mint. And if it will pay more debts, that is 
perfect defrauding, and ought not to be permitted. Next, I ask, from 
whence shall this raising fetch it ? For bullion cannot be brought 
hither to stay here, whilst the balance of our trade requires all the 
bullion we bring in, to be exported again, and more silver out of our 
former stock with it, to answer our exigencies beyond seas. And 
whilst it is so the goldsmiths and returners of money will give more 
for bullion to export, than the mint can give for it to coin ; ancj so 
none of that will come to the mint, 
^ut, says our author, p. 83, * An halfpenny an ouuce profit, which 
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will be in the proposed coin, above the present price of sterling bullion, 
will be an encouragement to those who have English plate, to bring it 
in to be coined.' I doubt whether there will be any such profit \ for I 
imagine, that standard bullion cannot now be bought per ounce, for 
six shillings and five-pence of our clipped, running cash, which is the 
measure whereby Mr. Lowndes determines of the price of sterling 
silver. But, taking this halfpenny an ounce profit for granted, it will 
not bring to the mint any plate whose fashion is valued by the owner 
at above an halfpenny per ounce ; and how much then it is like to 
bring to the mint is easy to guess. 

The true and only good reason, that brings bullion to the mint to 
be coined, is the same that brings it to England to stay there, viz.. 
The gain we make by an over-balance of trade. When our merchants 
carry commodities abroad, to a greater value than those they bring 
home, the overplus comes to them in foreign coin, or bullion, which 
will stay here, when we gain by the balance of our whole trade. For 
then we can have no debts beyond sea to be paid with it In this 
thriving posture of our trade, those to whose share this bullion falls, 
not having any use of it, whilst it is in bullion, chuse to carry it to 
the mint to have it coined there, whereby it is of more use to them 
for all the business of silver in trade, or purchasing land ; the mint 
having ascertained the weight and fineness of it : so that on any 
occasion, everyone is ready to take it at its known value, without any 
scruple ; a convenience that is wanting in bullion. But when our 
trade runs on the other side, and our exported conmiodities will not 
pay for those foreign ones we consume, our treasure roust go ; and 
then it is vain to bestow the labour of coining on bullion, that must 
be exported again. To what purpose is it, to make it pass through 
our mint, when it will away? The less pains and charge it costs us, 
the better. 

His third reason, p. 83, is, that this raising our coin, by making it 
' more in tale, will make it more commensurate to the general need 
thereof,' and thereby hinder the increase of hazardous paper-credit, and 
the inconveniency of bartering. 

Just as the boy cut his leather into five quarters (as he called them), 
to cover his ball, when cut into four quarters it fell short ; but after all 
his pains, as much of his ball lay bare as before :*if the quantity of 
coined silver, employed in England, fall short, the arbitrary denomin- 
ation of a greater number of pence given to it, or, which is all one, to 
the several coined pieces of it, will not make it commensurate to the 
size of our trade, or the greatness of our occasions. This is as certain, 
as that if the quantity of a board, which is to stop the leak of a 
ship, fifteen inches square, be but twelve inches square, it will not be 
made to do it, by being measured by a foot, that is divided into 
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fifteen inches, instead of twelve, and so kaving a larger tale, or numto 
of inches in denomination given to it 

This, indeed, would be a convincing reason, if sounds would give 
weight to silver, and the noise of a greater number of pence (less in 
quantity proportionably as they are more in number), were a larger 
supply of money, which our author, p. 84, says our occasions require, 
and which he by an increase of the tale of pence hopes to provide. 
But that mistake is very visible, and shall be farther shown in the 
business of bartering. 

The necessity of trust and bartering is one of the many inconve- 
niences springing from the want of money. This inconvenience, the 
multiplying arbitrary denominations will no more supply, nor any ways 
make our scarcity of coin commensurate to the need there is of it, than 
if the cloth which was provided for clothing the army, falling short, one 
should hope to make it commensurate to that need there is of it, by 
measuring it by a yard one-lifth shorter than the standard, or changing 
the standard of the yard, and so getting the full denomination of yards, 
necessary according to the present measure. For this is all will be 
done by raising our coin, as is proposed. All it amounts to is no more 
but this, viz., That each piece, and consequently our whole stock of 
money, should be measured and denominated by a penny, one-iifth less 
than the standard. 

Where there is not coined silver, in proportion to the value of the 
commodities, that daily change owners in trade, there is a necessity of 
trust or bartering, ;'. e, changing commodities for commodities, without 
the intervention of money. For example ; let us suppose in Bermudas 
but ;£ioo in ready money, but that there is every day there, a transfer- 
ring of commodities from one owner to another, to the value of double 
as much. When the money is all got into hands, that have already 
bought all that they have need of, for that day, whoever has need of 
any thing else that day, must either go on tick, or barter for it, u e, 
give the commodities he can best spare for the commodities he wants, 
7/, g, sugar for bread, &c. Now it is evident here, that changing the 
denomination of the coin, they already have in Bermudas, or coining 
it over again under new denominations, will not contribute in the least 
towards the removing this necessity of trust or bartering. For the 
whole silver they have in coin, being but 400 ounces ; and the ex- 
change of the commodities made in a distance of time, wherein this 
money is paid not above once, being to the value of 800 ounces of 
silver ; it is plain, that one half of the commodities, that shift hands, 
must of necessity be taken upon credit, or exchanged by barter ; those 
who want them, having no money to pay for them. Nor can any alter- 
ation of the coin, or denomination of these 400 ounces of silver, help 
this ; because the value of the silver, in respect of other commodities, 
will not thereby be at all increased ; and the commodities changed| 
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beirtg (as in the case) double in value to the 400 ounces of coined silver 
to be laid out in them, nothing can supply this want but a double 
quantity, /. e. 800 ounces of coined silver ; how denominated, it matters 
not, so there be a fit proportion of small pieces to supply small pay- 
ments. - 

Suppose the commodities passing every day in England, in markets 
and fairs, between strangers, or such as trust not one another, were to 
the value of 1,000,000 ounces of silver ; and there was but 500,000 
ounces of coined silver in the hands of those, who wanted those com- 
modities ; it is demonstration they must truck for them, or go without 
them. If then the coined silver of England be not sufficient to answer 
the value of commodities moving in trade amongst us, credit or barter 
must do it Where the credit and money fail, barter alone must do it : 
which being introduced by the want of a greater plenty of coined silver, 
nothing but a greater plenty of coined silver can remove it. The in- 
crease of denomination does, or can do nothing in the case ; for it is 
silver by its quantity, and not denomination, that is the price of things, 
and measure of commerce ; and it is the weight of silver in it, and not 
the name of the piece, that men estimate commodities by, and ex- 
change them for. * 

If this be not so, when the necessity of our affairs abroad, or ill 
husbandry at home, has carried away half our treasure, and a moiety 
of our money is gone out of England ; it is but to issue a proclamation, 
that a penny shall go for two-pence, six-pence for a shilling, half a 
crown for a crown, &c., and immediately, without any more ado, we 
are as rich as before. And when half the remainder is gone, it is but 
doing the same thing again, and raising the denomination anew, and 
we are where we were, and so on : where, by supposing the denomi- 
nation raised 4f , every man will be as rich with an ounce of silver in 
his purse, as he was before, when he had sixteen ounces there ; and in 
as great plenty of money, able to carry on his trade, without bartering ; 
his silver by this short way of raising, being changed into the value of 
gold : for when silver will buy sixteen times as much wine, oil, and 
bread, &c. to-day, as it would yesterday (all other- things remaining 
the same, but the denomination), it hath the real worth of gold. 

This, I guess, every body sees cannot be so. And yet this must be 
so, if it be true that raising the denomination one-fifth can supply the 
want, or one jot raise the value of silver in respect of other commo- 
dities, i, e., make a less quantity of it to-day, buy a greater quantity of 
corn, oil, and cloth, and all other commodities, than it would yesterday, 
and thereby remove the necessity of. bartering. For, if raising the 
denomination can thus raise the value of coin, in exchange for other 
commodities, one-fifth, by the same reason it can raise it two-fifths, and 
afterwards three-fifths, and again, if need be, four-fifths, and as much 
farther as you please. So that, by this admirable contrivance of rais- 
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ing our coin, we shall be as rich, and as well able to support the chaise 
of the government, and carry on our trade without bartering, or any 
other inconvenience, for want of money, with 60,000 ounces of coined 
silver in England, as if we had 6,000,000 or 60,000,000. If this be not so, I 
desire any one to shew me, why the same way of raising the deno- 
mination, which can raise the value of money in respect of other com- 
modities, one-fifth, cannot, when you please, raise. it another fifth, and 
so on ? I beg to be told where it must stop, and why at such a degree, 
without being able to go farther. 

It must be taken notice of, that the raising I speak of here, is the 
raising of the value of our coin in respect of other conmaodities (as I 
call it all along), in contradistinction to raising the denomination. The 
confounding of these in discourses concerning money, is one great 
cause, I suspect, that this matter is so little understood, and so often 
talked of with so little information of the hearers. 

A penny is a denomination no more belonging to eight than to 
eighty, or to one single grain of silver : and so it is not necessary that 
there should be sixty such pence, no more,, nor less, in an' ounce of 
silver, /. ^., twelve in a piece called a shilling, and sixty in a piece 
called a crown : such like divisions being only extrinsical denomina- 
tions, are every where perfectly arbitrary. For here in England there 
might as well have been twelve shillings in a penny, as twelve pence 
in a shilling, /'. e. the denomination of the less piece might have been a 
shilling, and of the bigger a penny. Again, the shilling might have 
been coined ten times as big as the penny, and the crown ten times as 
big as the shilling ; whereby the shilling would have but ten pence in 
it, and the crown an hundred. But this, however ordered, alters not 
one jot the value of the ounce of silver, in respect of other things, any 
more than it does its weight. This raising being but giving of names 
at pleasure to aliquot parts of any piece, viz., that now the sixtieth part 
of an ounce of silver shall be called a penny, and to-morrow that the 
seventy-fifth part of an ounce shall be called a penny, may be done 
with what increase you please. And thus it may be ordered by a 
proclamation, that a shilling shall go for twenty-four pence, an half- 
crown for sixty instead of thirty pence, and so of the rest But that 
an half-crown should be worth, or contain, sixty such pence, as the 
pence were, before this change of denomination was made, that no 
power on earth can do. Nor can any power (but that which can make 
the plenty, or scarcity of commodities), raise the value of our money 
thus double, in respect of other commodities, and make that the same 
piece, or quantity of silver, under a double denomination, shall 
purchase double the quantity of pepper, wine, or lead, an instant after 
such proclamation, to what it would do an instant before. If this could 
be, we might, as every one sees, raise silver to the value ot gold, and 
make ourselves as rich as we pleased. But it is but going to market 
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^ith an OUbce of silver of 120 pence, to be convinced that it will 
purchase no more than an ounce of silver of sixty pence. And the 
ringing of the piece will as soon purchase more commodities, as its 
change of denomination, and the multiplied name of pence, when it is 
called six score instead of sixty. 

It is proposed, that the twelve pence should be raised to fifteen 
pence, and the crown to seventy-five pence, and so proportionably of 
the rest : but yet that the pound sterling should not be raised. If theie 
be any advantage in raising, why should not that be raised too ? And 
as the crown-piece is raised from sixty to seventy-five pence, why 
should not the pound sterling be raised in the same proportion, from 
240 pence, to 300 pence ? 

Further, if this raising our coin can so stretch our money, and en- 
large our pared remainder of it, as * to make it more commensurate to 
the general need thereof, for carrying on the common traffick and 
commerce of the nation, and to answer occasions requiring a larger 
supply of money,' as Mr. Lowndes tells us in his third reason, p. 83, 
why are we so niggardly to ourselves in this time of occasion, as to 
stop at one-fifth ? Why do we not raise it one full moiety, and thereby 
double our money ? If Mr. Lowndes's rule, p. 78, * That if the value 
of the silver in the coin, should be raised above the market price of 
the same silver, reduced to bullion, the subject would be proportionably 
injured and defrauded,' must keep us from these advantages, and the 
publick care of justice stop the raising of the money at one-fifth ; be- 
cause, if our money be raised beyond the market-price of bullion, it will 
be so much defrauding of the subject : I then say, it must not be raised 
one-fifth, nor half one-fifth, that is, it must not be raised fifteen pence in 
the crown ; no, nor five pence. For I deny that the market-price of 
standard bullion ever was, or ever can be 5s. yd. of lawful weighty 
money, the ounce : so that if our present milled money be raised one- 
fifth, the subjects will, by Mr. Lowndes's rule, be defrauded sixteen per 
cent, nay, above eighteen per cent For the market price of standard 
bullion being ordinarily under 5s. 4d. the ounce, when sold for weighty 
money (which is but one-thirtieth), whatever our present milled money 
is raised above one-thirtieth, it is by Mr. Lowndes's rule so much 
defrauding the subject For the market-price of any thing, and so of 
bullion, is to be taken from its ordinary rate all the year round, and not 
from the extraordinary rise of two or three market-days in a year. And 
that the market-price of standard silver was not found, nor pretended 
to be above 5s. 4d. the ounce, before clipping had left none but light, 
running cash to pay for bullion, or anything else, is evident from a 
paper then published, which I took the liberty to examine in my * Con-. 
siderations of the consequences of raising the value of money,' &c,, 
printed 1692. The author of that paper, it is manifest, was not ig- 
norant of the price of silver, nor had a design to lessen its rate, but set 
down the highest price it then bore. 
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If then Mr. Lowndes's rule^of justice, and care of the subject, be to 
regulate the rise of our milled money, it must not be raised above one- 
thirtieth part If the advantages he promises, of making our money, 
by raising it one-fifth, * more commensurate to the general need 
thereof,' be to be laid hold on, it is reasonable to raise it higher, 'to 
make it yet more commensurate to the general need ther^ is of it' 
Which ever of the two Mr. Lowndes will prefer, either reason of state, 
or rule of justice, one-fifth must not be his measure of raising our pre- 
sent milled money. If the advantage of making our money more pro- 
portionate to our trade and other necessities, be to govern its proposed 
raising, every one will cry out to Mr. Lowndes : If your way will do 
what you say, the raising it one-half will be much better than one-fifth, 
and therefore pray let an half-crown be raised to a crown, and six 
pence to a shilling. If equity and the consideration of the subject's 
property ought to govern in the case, you must not raise our milled 
crown to above 5 s. 4d. 

If it be here said to me, that I do then allow that our money may be 
raised one- thirtieth, /. e. that the crown-piece should be raised to 5 s. 2d. 
and so proportionably of the other species of our coin-; I answer, he 
that infers so, makes his inference a little too quick. 

But let us for once allow the ordinary price of standard silver to be 
5 s. 4d. the ounce, to be paid for in weighty coin (for that must always 
be remembered, when we talk of the rate of bullion), and that the rate 
of bullion is the just measure of raising our money. This I say is no 
reason for the raising our milled crown now, to 5s. 4d., and recoining 
all our clipped money upon that foot ; unless we intend, as soon as that 
is done, to new raise and coin it again. For, whilst our trade and affairs 
abroad require the exportation of silver, and the exportation of our 
coined silver is prohibited, and made penal by our law, standard bullion 
will always be sold here for a little more than its weight of coined 
silver. So that, if we shall endeavour to equal our weighty coined 
silver to standard bullion, by raising it, whilst there is a necessity of 
the exportation of silver, we shall do no otherwise than a child, who 
runs to overtake and get up to the top of his shadow, which still 
advances at the same rate that he does. The privilege that bullion 
has, to be exported freely, will give it a little advance in price above 
our coin, let the denomination of that be raised, or fallen as you please, 
whilst there is need of its exportation, and the exportation of our coin 
is prohibited by law. But this advance will be but little, and wiU 
always keep within the bounds, which the risque and trouble of melt- 
ing down our coin shall set to it, in the estimate of the exporter. He 
that will rather venture to throw £\Qo into his melting-pot, when no 
body sees him, and reduce it to bullion, than give ;^io5 for the^ same 
weight of the like bullion, will never give 5s. 5d. of milled money for 
an ounce of standard bullion ; nor buy at that price, what he can have 
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ttear five per cent, cheaper, without any risque, if he will not accuse 
himself. And I think it may be concluded, that very few who have* 
furnaces, and other conveniences ready for melting silver, will give one 
per cent, for standard bullion, which is under 5s. 3d. per ounce, who 
can only for the trouble of melting it, reduce our coin to as good 
bullion. 

The odds of the price in bullion to coin on this account (which is the 
only one, where the coin is kept to the standard), can never be a reason 
for raising our coin to preserve it from melting down : because this 
price above its weight is given for bullion, only to avoid melting down 
our coin ; and so this difference of price between standard bullion and 
our coin, can be no cause of its melting down. 

These three reasons which I have examined, contain the great ad- 
vantages, which our author supposes the proposed raising of our coin 
will produce. And therefore I have dwelt longer upon them. His 
remaining six reasons being of less moment, and offering most of them 
but some circumstantial conveniencies, as to the computation of our 
money, &c., I shall more briefly pass over. Only before I proceed to 
them, I shall here set down the different value of our money, collected 
from our author's history of the several changes of our coin, since 
Edward I.'s reign, quite down to this present time. A curious history 
indeed, for which I think myself, and the world, indebted to Mr. 
Lowndes's great learning in this sort of knowledge, and his great ex- 
actness in relating the particulars. 

I shall remark only what the quantity of silver was in a shilling, in each 
of those changes ; that so the reader may at first sight, without farther 
trouble, compare the lessening, or increase of the quantity of silver 
upon every change. Fgr in propriety of speech, the adding, to the 
quantity of silver in our coin, is the true raising of its value ; and the 
diminishing the quantity of silver in it, is the sinking of its value ; 
however they may come to be transposed, and used in the quite con- 
trary sense. 

If my calculations, from the weight and fineness I find set down in 
Mr. Lowndes's extract out of the indentures of the mint, have not mis- 
led me, the quantity of silver to a grain, which was in a shilling in 
every change of our money, is set down in the following table. 

One shilling contained of fine silver 

28 Edw. I... 264 gr. 4 Hen. 6.. 176 gr. 37 Hen. 8... 40 gr. 

18 Edw. 3... 236 gr. 49 Hen. 6... 142 gr. 3 Edw. 6... 40 gr. 

27 Edw. 3. ..213 gr. I Hen. 8.. .118 gr. 5 Edw. 6.. .20 gr. 

9 Hen. 5... 176 gr, 34 Hen. 8... 100 gr. 6 Edw, 6... 88 gr. 

I Hen, 6.. .142 gr. 36 Hen. 8... 60 gr. 2 Eliz. 89 gr. 

43 Eliz,... 86 gr. 

And so it has remained from the 43rd year of queen Elizabeth to 
this day. Mr. Lowndes's... 69 gr. 
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Mr. Lowndes having given us the fineness of the standard silver in 
every reign, and the number of pieces a pound troy was coined into, 
closes this history with words to this purpose, p. 56. ' By this deduc- 
tion it doth evidently appear, that it hath been a policy, constantly 
practised in the mints of England, to raise the value of the coin, in its 
extrinsick denomination, from time to time, as any exigence, or occa- 
sion required, and more especially to encourage the bringing of bullion 
into the realm to be coined.' This indeed, is roundly to conclude for 
his hypothesis. But I could wish, that from the histories of those 
times, wherein the several changes were made, he had showed us the 
exigencies and occasions, that pro'duced the raising of the coin, and 
what effects it had. 

If I mistake not, Henry VIII.'s -several raisings of our coin, brought 
little increase of silver into England. As the several species of 
our coin lessened in their respective quantities of silver, so the trea- 
sure of the realm decreased too : and he, that found the kingdom rich, 
did not, as I remember, by all his raising our coin, leave it so. 

Another thing, that (from his history) makes me suspect, that the 
raising the denomination was never found effectively to draw silver in- 
to England, is the lowering the denomination, or adding more silver 
to the several species of our coin ; as in Henry VI. 's time, the shilling 
was increased from 142 grains of silver, to 1 76 : and in the sixth of 
Edward VI. in whose time raising the denomination seems to have 
been tried to the utmost, when a shilling was brought to twenty grains 
of silver. And the great alteration, that was then quickly made on 
the other hand, from twenty to eighty grains at one leap, jseems to 
show that this lessening the silver in our coin had proved prejudicial : 
for this is a greater change in sinking of the denomination in propor- 
tion, than ever was made at once in raising it ; a shilling being made 
four times weightier in silver, the sixth, than it was in the fifth year of 
Edward VI.'s reign. 
Kingdoms are seldom found weary of the riches they have, or averse 
£-; to the increase of their treasure. If therefore, the raising the denomi- 

f • nation did in reality bring silver into the realm, it cannot be thought 

I that they would at any time sink the denomination, which, by the rule 

f of contraries, should at least be suspected to drive, or keep it out 

Since, therefore, we are not from matter of fact informed, wfiat were 
the true motives, that caused those several changes in the coin ; may 
we not with reason suspect, that they were owing to that policy of the 
mint, set down by our author, p. 83, in these words, * That the pro- 
posed advance is agreeable to the policy, that in past ages hath been 
practised, not only in our mint, but in the mints of all politick govern- 
ments ; namely, to raise the value of silver in the coin, to promote the 
work of the mint ?* As I remember, suitable to this policy of the mint, 
there was, some two years since, a complaint of a worthy gentleman, 
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not Ignorant of it, that the mill in the mint stood still ; and therefore, 
there was a proposal offered for bringing grist to the mill. 

The business of money, as in all times, even in this our quick-sighted 
age, hath been thought a mystery : those employed in the mint must, 
by their places, be supposed to penetrate deepest into it It is no im* 
po'ssible thing, then, to imagine, that it was not hard, in the ignorance 
of past ages, when money was little, and skill in the turnd of trade less, 
for those versed in the business and policy of the mint, to persuade a 
prince, especially if money were scarce, that the fault was in the stand- 
ard of the mint, and that the way to increase the plenty of money, was 
to raise (a well-sounding word) the value of the coin. This could not 
but be willingly enough hearkened to ; when, besides the hopes of 
drawing an increase of silver into the realm, it brought present gain, by 
the part which the king got of the money, which was hereupon all 
coined anew, and the mint officers lost nothing, since it promoted the 
work of the mint 

This opinion Mr. Lowndes himself gives sufficient grounds for in his 
book, particularly p. 29, where we read these words, * Although the 
former debasements of the coins, by publick authority, especially those 
in the reigns of king Henry VIII. and king Edward VI. might be pro- 
jected for the profit of the crown, and the projectors might measure 
that profit by the excessive quantities of alloy, that were mixed with 
the silver and the gold ' (and let me add, or by the quantity of silver 
lessened in each specie, which is the same thing.) ' And though this 
was enterprized by a prince, who could stretch his prerogative very far 
upon his people ; and was done in times, when the nation had very 
little commerce, inland or foreign, to be injured and prejudiced there- 
by, yet experience presently showed, that the projectors were mis- 
taken, and that it was absolutely necessary to have the base money re- 
formed.' This, at least, they were not mistaken in, that they brought 
work to the mint, and a part of the money coined to the crown for se- 
niorage : in both which there was profit Mr. Lowndes tells us, p. 45, 
'That Henry VIII. had to the value of 50s. for every pound weight of 
gold coined.' I have met with it somewhere, that, formerly the king 
might take what he pleased for coinage. I know not too, but the flat- 
tering name of raising money might prevail then, as it does now ; and 
impose so far on them, as to make them think, the raising, i.e. diimin- 
ishing the silver in their coin, would bring it into the realm, or stay it 
here, when they found it going out For if we may guess at the other, 
by Henry VIII.'s raising, it was probably when, by reason of expence 
in foreign wars, or ill managed trade, they found money begin to grow 
scarce. 

The having the species of otu* coin one fifth bigger, or one fifth less, 
than they are at present, would be neither good, nor harm to England, 
if they had always been so. Our standard has continued in weight 
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and fineness, just as it is now, for very near this hundred years last 
past : and those, who think the denomination and size of our money 
have any influence on the state of our wealth, have no reason to 
change the present standard of our coin ; since under that we have 
had a greater increase, and longer continuance of plenty of money, 
than perhaps any other country can shew : I see no reason to think, 
that a little bigger, or less size of the pieces coined, is of any moment, 
one way or the other. The species of money in any country, of what- 
soever sizes, fit for coining, if their proportions to one another be suited 
to arithmetick and calculations, in whole numbers, and the ways of 
accounts in that country ; if they are adapted to small payments, and 
carefully kept to their just weight and fineness, can have no harm in 
them. The harm comes by the change, which unreasonably and unjustly 
gives away and transfers men's properties, disorders trade, puzzles ac- 
counts, and needs a new arithmetick to cast up reckonings, and keep 
accounts in ; besides a thousand other inconveniences ; not to mention 
the charge of recoining the money. For this may be depended on, 
that, if'our money be raised as is proposed, it will enforce the recoin- 
ing of all our money, both old and new, (except the new shillings) to 
avoid the terrible difficulty and confusion there will be in keeping ac- 
counts in pounds, shillings, and pence, (as they must be) when the 
species of our money are so ordered, as not to answer those denomina- 
tions in round numbers. 

This consideration leads me to Mr. Lowndes's fifth and sixth rea- 
sons, p. 85, wherein he recommends the raising our money in the pro- 
portion proposed, for its convenience, to our accounting by pounds, 
shillings, and pence. And for obviating perplexity among the common 
people, he proposes the present weighty crown to go at 6s. 3d. : and 
the new scepter, or unit, to be coined of the same weight, to go at the 
same rate, and half-crowns, half-scepters, or half-units, of the weight 
oi the present half-crown, to go for 2s. 7%^, : by no number of which 
pieces can there be made an even pound sterling, or any number of 
even shillings under a pound ; but they always fall into fractions of 
pounds and shillings, as may be seen by this following table. 

I Half-crown, half-scepter, or half-unit piece 3s. ijid, 

I Crown, scepter, or unit piece 6s. 3(L 

3 Half-crown pieces 9s. 4Xd. 2 Crown pieces... 12s. 6d 

5 Half-crown pieces 15s. 7>^d. 3 Crown pieces... 1 8s. 9d. 

7 Half-crown pieces... £ I i lo^d. 4 Crown pieces... ;fi 5s. 
The present shilling, and new testoon, going for I5d., no number of 
them make any number of even shillings ; but ss., los., 15s., and 203.; 
but in all the rest, they always fall into fractions. 

The like may be said of the present sixpences, and future half tes- 
toons, going for sevenpence halfpenny; the quarter testoons, which 
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are to go for threepence three &rthings ; and the gross and groats, 
which are to go for fivepence ; the half gross, or groat, which is to go 
for twopence halfpenny, and the prime, which is to go for a penny far- 
thing : out of any tale of each of which species there can be no just 
number of shillings be made, as I think, but 5s,, los., iss., and 20s. 5 
but they always fall into fractions. This new intended shilling alone 
seems to be suited to our accounting in pounds, shillings and pence. 
The great pieces, as scepters, and half-scepters, which are made to 
serve for the payment of greater sums, and are for dispatch in tale, will 
not in tale fall into even pounds. And I fear it will puzzle a better 
arithmetician than most countrymen are, to tell, without pen and ink, 
how many of the lesser pieces (except the shillings) however combined, 
will make just sixteen or seventeen shillings. And I imagine there is 
not one countryman of three, but may have it for his pains, if he can 
tell an hundred pounds made up of a promiscuous mixture of the spe- 
cies of this new raised money (excluding the shillings) in a day's time. 
And that, which .will help to confound him, and every body else, will- 
be the old crowns, half-crowns, shillings, and sixpences current for new 
numbers of pence. So that I take it for granted, that if our coin be 
raised as is proposed, not only all our clipped, but all our weighty and 
milled money, must of necessity be recoined too ; if you would not 
have trade disturbed, and people more diseased with new money, 
which they cannot tell, nor keep accounts in, than with light and clip- 
ped money, which they are cheated with. And what a charge the new 
coining of all our money will be to the nation, I have computed in 
another place. That I think is of some consideration in our present 
circumstances, though the confusion that this new raised money, I 
fear, is like to introduce, and the want of money, and stop of trade, 
when the clipped money is called in, and the weighty is to be recoined, 
be of much gfreater. 

His fourth, eighth, and ninth reasons, p. 84, and 86, are taken from 
the saving our present milled money from being cut and recoined. 
The end I confess to be good ; it is very reasonable, that so much ex- 
cellent coin, as good as ever was in the world, should not be destroyed. 
But there is, I think, a surer and easier way to preserve it, than what 
Mr. Lowndes proposes. It is past doubt, it will be in no danger of 
recoining, if our money be kept upon the present foot : but if it be 
raised, as Mr. Lowndes proposes, all the present milled money will be 
in danger, and the difficulty of counting it, upon the new proposed 
foot, will enforce it to be recoined into new pieces of crowns, half- 
crowns, shillings, and sixpences, that may pass for the same number 
of pence the present do, sixty, thirty, twelve, and six, as I have above 
shewn. He says in his fourth reason, that * if pieces having the same 
bigness should have difiereot values, it might be difficult iox the com* 
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mon people (especially those not skilled in arithmetick), to compute 
how riiany of one kind will be equal to the sum of another.' Such 
difficulties and confusion in counting money, I agree with him, ought 
carefully to be avoided. And therefore, since if pieces having the 
same bigness and stamp, which the people are acquainted with, shall 
have new values different from those which people are accustomed to ; 
and these new values shall in numbers of pence not answer our way ot 
accounting by pounds and shillings, * it will be difficult for the common 
people (especially those not skilled in arithmetick), to compute how 
many of any one kind will make any sum they are to pay, or receive f 
especially when the numbers of any one kind of pieces will be brought 
into so few even sums of pounds and shillings. And thus Mr. Lowndes's 
argument here turns upon himself, and is against raising our coin to 
the value proposed by him, from the confusion it will produce. 

His eighth reason, p. 86, we have in these words : * It is difficult to 
conceive how any design of amending the clipped money can be com- 
passed, without raising the value of the silver remaining in them, 
because of the great deficiency of the silver clipped away, which (upon 
recoining) must necessarily be defrayed and borne, one way or other.' 

It is no difficulty to conceive, that clipped money, being not lawful 
money, should be prohibited to pass for more than its weight. Next, 
it is no difficulty to conceive that clipped money, passing for no more 
than its weight, and so being in the state of standard bullion, which 
cannot be exported, should be brought to the mint, and there exchanged 
for weighty money. By this way, * it is no difficulty to conceive how 
the amending the clipped money may be compassed, because this way 
the deficiency of the silver, clipped away, will certainly be defrayed 
and borne, one way or other.' 

And thus I have gone over all Mr. Lowndes's reasons for raising our 
coin ; wherein, though I seem to differ from him, yet I flatter myself, 
it is not altogether so much as at first sight may appear ; since by 
what I find in another part of his book, I have reason to judge he is a 
great deal of my mind. For he has five very good arguments for con- 
tinuing the present standard of fineness, each of which is as strong for 
continuing also the present standard of weight, /. e, continuing a penny 
of the same weight of standard silver, which at present it has. He, 
that has a mind to be satisfied of this, may read Mr. Lowndes's first 
five reasons, for continuing the present standard of fineness, which he 
will find in his 29, 30, 31, 32 pages of his report. And when Mr. 
Lowndes himself has again considered, what there is of weight in 
them, and how far it reaches, he will at least not think it strange, if 
they appear to me and others, good arguments against putting less 
silver into our coin of the same denominations, let that diminution be 
made what way it will 

What Mr. Lowndes says about gold coins, p. 88, &c., appears to me 
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highly rational, and I perfectly agree with him ; excepting only that I 
do not think gold is in regard of silver risen one-third in England ; 
which I think may be thus made out. A guinea weighing 5 penny- 
weights and 9 grains, or 1 29 grains; and a pound sterling weighing 
i860 grains ; a guinea at 20s., is as 129, to i860 ; that is, as one to 
fourteen and an half. 

A guinea at 22s. is as 129, to 2042, /. e, as one to sixteen. 

A guinea at 30S. is as 129, to 2784, i, e, as one to twenty-one and an 
half, near. 

He therefore, that receives 20s. milled money for a guinea, receives 
i860 grains standard silver, for 129 grains of standard gold, /• e, four- 
teen and an half for one. 

He who receives 22s. milled money for a guinea, has 2042 grains 
standard silver, for 129 grains standard gold, /. e, sixteen for one. 

He who receives 30s. milled money for a guinea, has 2784 grains 
standard silver, for 129 grains of gold, /. e. twenty-one and an half for 
one. 

But the current cash being (upon trials made about Midsummer 
last) computed by Mr. Lowndes, p. 108, to want half its standard 
weight, and not being mended since, it is evident, he who receives 30s. 
of our present clipped money, for a guinea, has but 1392 grains of 
standard silver, for 129 grains of gold, /• e. has but ten and three 
quarters of silver for one of gold. 

I have left out the utmost precisions of fractions in these computa- 
tions, as not necessary in the present case, these whole numbers shew- 
ing well enough the difference of the value of guineas calculated at 
those several rates. 

If it be true, what I here assert, viz., that he who receives 30s. in our 
current, clipped money, for a guinea, receives not eleven grains of 
silver for one of gold ; whereas the value of gold to silver in all our 
neighbouring countries is about fifteen to one, which is about a third 
part more : it will probably be demanded, how it comes to pass that 
foreigners, or others, import gold, when they do not receive as much 
silver for it here, as they may have in all other countries ? The reason 
whereof is visibly this, that they exchange it not here for silver, but for 
our commodities : and our bargains for commodities as well as all 
other contracts being made in pounds, shillings, and pence, our clipped 
money retains amongst the people (who know not how to count but 
by current money) a part of its legal value, whilst it passes for the sat- 
isfaction of legal contracts, as if it were lawful money. As long as the 
king receives it for his taxes, and the landlord for his rent, it is no 
wonder the farmer and tenant should receive it for his commodities. 
And this, perhaps, would do well enough, if our money and trade were 
to circulate only amongst ourselves, and we had no commerce with 
the rest of the world, and needed it not. But here lies the loss, when 
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foreigners shall bring over gold hither, and with that pay for our com- 
modities at the rate of 30s. the guinea, when the same quantity of gold 
that is in a guinea, is not beyond sea worth more silver than is in 
20s. or 2 IS. 6d. of our milled lawful money : by which way of paying 
for our commodities, England loses near one third of the value of all 
the commodities it thus sells. And it is all one as if foreigners paid 
for them in money coined and clipped beyond sea, wherein was one- 
third less silver than there ought to be. And thus we lose near one- 
third in all our exportation, whilst foreign gold imported is received in 
payment for 30s. a guinea. To make this appear, we need but trace 
this way of commerce a little, and there can be no doubt of the loss we 
must suffer by it. 

Let us suppose, for example, a bale of Holland linen worth there 
180 ounces of our standard silver; and a bale of serge here, worth also 
the same weight of 180 ounces of the same standard silver ; it is evi- 
dent these two bales are exactly of the same value. Mr. Lowndes 
tells us, p. 880. ' That at this time the gold that is in a guinea (if it 
were carried to Spain, Italy, Barbary, and some other places,) would 
not purchase so much silver there, as is equal to the standard of twenty 
of our shillings,' i, e, would be in value there to silver, scarce as one to 
fourteen and a half : and I think I may say, that gold in Holland is, 
or lately was, as i to 15, or not much above. Taking then, standard 
gold in Holland to be in proportion to standard silver, as i to about 
15, or a little more ; 12 ounces of our standard gold, or as much gold 
as is in 44 guineas and a half, must be given for that bale of Holland 
linen, if any one will pay for it there in gold : but if he buys that bale 
of serge here for 180 ounces of silver, which is £^^ sterling, if he pays 
for it in gold at 30s. the guinea, {32 guineas will pay for it So that 
in all the goods, that we sell beyond seas for gold imported, and coined 
into guineas, unless the owners raise them one third above what they 
would sell them for in milled money, we lose twelve in 44 and a half, 
which is very near one third. 

This loss is wholly owing to the permitting clipped money in pay- 
ment And this loss we must unavoidably suffer, whilst cHpped money 
is current amongst us. And this robbing of England of near one 
third of the value of the commodities we send out, will continue, whilst 
people had rather receive guineas at 30s., than silver coin (no other 
being to be had) that is not worth half what they take it for. And yet 
this clipped money, as bad as it is, and however unwilling people are 
to be charged with it, will always have credit enough to pass, -whilst | 
tl?e goldsmiths and bankers receive it; and they will always receive it, 
whilst they can pass it over again to the king with advantage, and 
can have hopes to prevail, that at last when it can be borne no longer, 
but must be called in, no part of the loss of light money, whicli shall 
be found in their hands shall fall upon them, though they have for 
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many years dealt in it, and by reason of its being clipped, have had 
all the running cash of the kingdom in thejr hands, and made profit of 
it I s^y, clipped money, however bad it be, will always pass 
whilst the king's receivers, the bankers of any kind, and at last the 
exchecfUer, take it. For who will not receive clipped money, rather 
than have none for his necessary occasions, whilst he sees the great 
receipt of the exchequer admits it, and the bank and goldsmiths will 
take it of him, and give him credit for it, so that he needs keep no 
more of it by him than he pleases ? In this state, whilst the exchequer 
receives clipped money, I do not see how it can be stopped from pass- 
ing. A clipped half-crown that goes at the exchequer, will not be re- 
fused by any one, who has hopes, by his own or others hands, to con- 
vey it thither ; and who, unless he take it, cannot trade, or shall not 
be paid. Whilst therefore, the exchequer is open to clipped money, it 
will pass, and whilst clipped money passes, clippers will certainly be 
at work ; and what a gap this leaves to foreigners, if they will make 
use of it to pour in chpped money upon us (as its neighbours did into 
Portugal) as long as we have either goods, or weighty money, left to 
be carried away at 50 per cent or greater profit, it is easy to see. 

I will suppose the king receives clipped money in the excheqaer, and 
at half, or three quarters loss, coins it ihto milled money. For if he 
receives all, how much soever clipped, I suppose the clippers* shears 
are not so squeamish as not to pare away above half. It will be a won- 
derful conscientiousness in them, nowhere that I know to be paralleled, 
if they ^'ill content themselves with less profit than they can make, 
and will leave seven pennyworth of silver in an half-crown, if six 
pennyworth and the stamp be enough to make it pass for half a crown. 
When his majesty hath coined this into milled money of standard 
weight, and paid it out again to the bankers, goldsmiths or others, what 
shall then become of it ? Either they will lay it up to get rid of their 
clipped money, for nobody will part with heavy money, whilst he has 
any light ; nor will any heavy money come abroad, whilst there is light 
left ; for whoever has clipped money by him, well sell good bargains, 
or borrow at any rate of those, who are wiUing to part with any weighty, 
to keep that by him, rather than the clipped money he has in his hands. 
So that, as far as this reaches, no milled money, how much soever be 
coined, will appear abroad ; or if it does, will it long escape the coiners' 
and clippers' hands, who will be at work presently upon it, to furnish 
the exchequer with more clipped money at 50, 60, 70, or I know not 
what advantage? Though this be enough to cut off the hopes of 
milled money appearing in pa)rments, whilst any clipped is current ; 
yet to this we may add, that gold, imported at an over- value, will 
sweep it away, as fast as it is coined, whilst clipped money keeps up 
the rate of guineas above their former value. This will be the circu- 
lation of our money, whilst clipped is permitted any way to be current 
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And if store enough of clipped money at home, or from abroad, can be 
but provided (as it is more than probable it may, npw the trade is so ' 
universal, and has been so long practised with great advantage, and no 
great danger, as appearg by the few have suffered, in regard to the 
great numbers it is evident are engaged in the trade, and the vent of 
it here in England is so known and sure) I do not see how in a little 
while we shall have any money, or goods at all left in England, if clip- 
ping .be not immediately stopped. And how clipping can be stopped, 
but by an immediate, positive prohibition, whereby all clipped money 
shall be forbid to pass, in any payment whatsoever, or to pass for more 
than its weight, I would be glad to learn. Clipping is the great leak, 
which for some time past has contributed more to sink us, than all the 
forces of our enemies could do. It is like a breach in the sea-bank, 
which widens every moment till it be stopped. And my timorous 
temper must be pardoned, if I am frighted with the thoughts of clipped 
money being current, one moment longer, at any other value but of 
warranted, standard bullion. And therefore, there can be nothing more 
true and reasonable, nor that deserves better to be considered, than 
what Mr. Lowndes says in his corollary, p. 90. 

Whoever desires to know the different ways of coining money, by 
the hammer and by the mill, may inform himself in the exact account 
Mr. Lowndes has given of both, under his second general head ; 
where he may also see the probablest guess that has been made of 
the quantity of our clipped money, and the silver deficient in it ; and 
an account of what silver money was coined in the reigns of Queen 
Elizabeth, King James L and Charles L, more exact than it is to 
be had anywhere else. There is only one thing which I shall men- 
tion, since Mr. Lowndes does it here again under this head, p. 100, 
and that is, melting down our coin ; concerning which I shall venture 
humbly to propose these following questions. 

1. Whether bullion be anything but silver, whose workmanship V>q ^ 
no value ? 

2. Whether that workmanship, which can be had for nothing^^ lias 
or can have any value ? 

3. Whether, whilst the money in our mint is coined for the owners 
without any cost to them, our coin can ever have any value above any 
standard bullion ? 

4. Whether, whilst our coin is not of value above standard bullion 
goldsmiths and others, who have need of standard silver, will not 
take what is by the free labour of the mint ready essayed and ^uljusted 
to their use, and melt that down, than be at the trouble of malting 
mixing, and assaying of silver for the uses they have ? 

5. Whether the only cure for this wanton, though criminal itieltine 
down our coin, be not, that the owners should pay one moiety of the 
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sixteen-pence half-penny which is paid per pound troy for coinage of 
silver, which the king now pays all ? 

6. Whether, by this means standard silver in coin will not be more 
worth than standard silver in bullioh^ and so be preserved from this 
wanton melting down, as soon as an over-balance of our trade shall 
bring us silver to stay here ? For till then, it is in vain to think of 
preserving our coin from melting down, and therefore to no purpose 
till then to change that law. 

7. Whether any laws, or any penalties, can keep our coin from being 
carried out, when debts contracted beyond seas call for it ? 

8. Whether it.be any odds to England, whether it be carried out, 
melted down into bullion, or in specie ? 

9. Whether, whilst the exigencies of our occasions and trade call 
for it abroad, it will not always be melted down for the conveniency 
of exportation, so long as the law prohibits its exportation in specie ? 

10. Whether standard silver in coin and in bullion, will not imme« 
diately be of the same value, as soon as the prohibition of carrying 
our money in specie is taken off? 

11. W^hether an ounce of silver the more would be carried out in a 
year, if that prohibition were taken off? 

12. Whether silver in our coin, will not always, dunng the prohibi- 
tion of its exportation, be a little less worth than silver in bullion, 
whilst the consumption of foreign commodities beyond what ours pay 
for, makes the exportation of silver necessary ? And so, during such 
a state, raise your money as much, and as you will, ^ silver in the coin 
will never fetch as much as the silver in bullion,' as Mr. Lowndes 
expresses it, p. i lo. 

As to the inconveniences and damages we sustain, by clipped money 
passing by tale, as if it were lawful ; nothing cdn be more true, more 
judicious, nor more weighty, than what Mr. Lowndes says, under his 
third general head ; wherein I perfectly agree with him, excepting 
only, where he builds anything upon the proposed raising our coin one 
fifth. And to what he says, p. 1 14, concerning otn- being ^ deprived 
of the use of our heavy money, by men's hoarding it, in prospect that 
the silver contained in those weighty pieces, will turn more to their 
profit, than lending it at interest, purchasing, or trading therewith ;' 
I crave leave to»add, That those hoarders of money, a great many of 
them, drive no less, but rather a greater trade, by hoarding the 
weighty money, than if they let it go abroad. For, by that means 
all the current cash being light, clipped, and hazardous money, it \% 
all tumbled into their hands, which gives credit to their bills, and 
furnishes them to trade for as much as they please, whilst everybody 
else scarce trades at all, (but just as necessity forces,) and is ready to 
stand still. 

Where he says, p. 114, 'It is not likely the weighty monies will 
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soon appear abroad, without raising their value, and recoining thd 
clipped monies :' I should agree with him, if it ran thus : without 
recoining the clipped, and in the meantime making it go for its weight 
For that will, I humbly conceive, bring out the heavy money, without 
raising its value, as effectually and sooner ; for it will do it imme* 
diately : his will take up some time. And I fear, if clipped money be 
not stopped, all at once and presently, from passing any way in tale, 
the damage it will bring will be irreparable. 

* Mr. Lowndes's fourth general head is, to propose the means, that 
must be observed, and the proper methods to be used in, and for the 
re-establishment of the silver coins.' 

The first is, * That the work should be finished in as little time as 
may be ; not only to obviate a farther damage by clipping in the 
interim, but also that the needful advantages of the new money may be 
sooner obtained for the service of the nation.' 

These, I agree with him, are very good and necessary ends ; but 
they are both to be attained, I conceive, much sooner by making 
clipped money go for its weight, than by the method Mr. Lowndes 
proposes. For this immediately puts an end to clipping, and obviates 
all farther damage thereby. Next, it immediately brings out all the 
hoarded, weighty money, and so that advantage will be sooner 
obtained for the service of the nation, than it can any other way 
besides. Next, it preserves the use of clipped money for the service 
of the nation, in the interim, till it can be recoined all at the Tower. 

His second proposition is, * That the loss, or the greatest part of it, 
ought to be borne by the publick, and not by particulars, who, being 
very numerous, will be prejudiced against a reformation for the pub- 
lick benefit, if it be to be effected at the cost of particular men.' 

A tax given to make good the defect of silver in clipped money, 
will be paid by particulars ; and so the loss will be borne by particular 
men : and whether these particulars be not more numerous, or at least 
a great number of innocent men of them more sensibly burdened 
that way, than if it takes its chance in the hands of those men, who 
have profited by the having it in their hand, will be worth consider- 
ing. And I wish it here well weighed, which of the two ways, the 
greater number of men would be most dangerously prejudiced against 
this reformation. But as Mr. Lowndes orders the matter, everybody 
will, I fear, be prejudiced against this reformation, when (as he divides 
it, p. 133, 134,) the owners will bear near one-half of the loss, in the 
price of his clipped money, and every body else his part of the 
remainder, in a tax levied on them for it. I wish a remedy could be 
found without anybody's loss. Most of those ways I have heard pro- 
posed, to make reparation to every particular man, for the clipped 
money shall be found in his hands, do so delay the remedy, if not 
entail clipping upon us, that I fear such a care of particulars endan* 
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gers the whole. And if that suffer, it will go but ill with particulars. 
I am not for hindering those who have clipped money, from any 
rccompence which can be provided and made them. The question 
here, is not whether the honest countryman shall bear the loss of his 
clipped money, without any more ado, or pay a tax to recompense 
himself. That, which I humbly conceive, the nation is ttiost con- 
cerned in, is that clipping should be finally stopped, and that the 
money, which remains, should go according to its true value, for the 
carrying on of commerce, and the present supply of people's exigen* 
cies, till that part of it, which is defaced, can by the mint be brought 
to its legal and due form. And therefore I think it will be the rational 
desire of all particulars, that the shortest and surest way, not inter- 
fering with law, or equity, should be taken to put an effectual end to 
an evil, which, every moment ij continues, works powerfully towards 
a general ruin. 

His fourth proposition is, * iThat no room must be left for jealousy,' 
I acknowledge to be a good one, if there can be a way found to 
attain it. 

I cannot but wonder to find the words, p. 124, 'That no person 
whatsoever shall hereafter be obliged to accept, in legal payments, 
any money whatsoever, that is already clipped, or may hereafter be 
clipped, or diminished ; and that no person shall tender, or receive, 
any such money in payment, under some small penalty to be made 
easily recoverable, &c.' 

As if any man now were obliged to receive clipped money in legal 
payment, and there were not already a law, with severe penalties, 
against those who tendered clipped money in payment? 

It is a doubt to me, whether the warden, master- worker, &c. of the 
mint at the Tower, could find fit and skilful persons enough to set 
nine other mints at work, in other parts of England, in a quarter of a 
year, as Mr. Lowndes proposes, p. 127. Besides, Mr. Lowndes tells 
us, p. 96, that the engines, which 'put the letters upon the edges of 
the larger silver pieces, and mark the edges of the rest with a grain- 
ing, are wrought secretly.' And indeed, this is so great a guard against 
counterfeiting, as well as clipping our money, that it deserves well to be 
kept a secret, as it has been hitherto. But how that can be, if money 
be to be coined in nine other mints, set up in several parts, is hard 
to conceive. And lastly, perhaps, some may apprehend it may be of 
ill-consequence to have so many men instructed and employed in the 
art of coining, only for a short job, and then turned loose again to 
shift for themselves, by their own skill and industry, as they can. 

The provision made in his fourth rule, p. 136, * to prevent the gain of 
subtle dealers by culling out the heaviest of the clipped pieces,' though 
it be the product of great sagacity and foresight, exactly calculated, 
and as well contrived, as in that case it can be \ y^t I fear is too 
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subtle for the apprehension and practice of countrymen, who, many 
of them, with their little quickness in such matters, have also but 
small sums of money by them, and so neither having arithnxptick, nor 
choice of clipped money, to adjust it to the weight there required, 
will be hardly made to understand it. But I think the clippers have, 
or will take care that there shall not be any great need of it 

To conclude : I confess myself not to see the least reason, why our 
present milled money should be at all altered in fineness, weight, or 
value. I look upon it to be the best and safest from counterfeiting, 
adulterating, or any ways being fraudulently diminished, of any that 
ever was coined. It is adjusted to our legal payments, reckonings, 
and accounts, to which our money must be reduced : the raising its 
denomination will neither add to its worth, nor make the stock we have 
more proportionate to ourjDccasions, nor bring one grain of silver the 
more into England, nor one farthing advantage to the publick : it 
will only serve to defraud the king, and a great number of his subjects, 
and perplex all ; and put the kingdom to a needless charge of recoin- 
ing all, both milled as well as clipped money. 

If I might take upon me to offer anything new, I would humbly pro- 
pose, that since market and retail trade requires less divisions than 
six-pences, a sufficient quantity of four-penny, four-penny halfpenny, 
and five-penny pieces should be coined. These in change will answer 
all the fractions between sixpence and a farthing, and thereby supply 
the want of small monies, whereof I believe nobody ever saw enough 
common to answer the necessity of small payments ; whether, either 
because there was never a sufficient quantity of such pieces coined, 
or whether because of their smallness they are apter to be lost out of 
any hands, or because they oftener falling into children's hands, they 
lose them, or lay them up ; so it is, there is always a visible want of 
them ; to supply which, without the inconveniences attending very 
small coin, the proposed pieces, I humbly conceive will serve. 

If it be thought fit for this end to have fourpence, fourpence half- 
penny, and five-penny pieces, coined, it will, I suppose, be convenient 
that they should be distinguished from sixpences, and from one an- 
other, by a deep and very large plain difference in the stamp on both 
sides, to prevent mistakes, and loss of time in telling of money. The 
fourpence halfpenny has already the harp for a known distinction, 
which may be fit to be continued ; the fivepence may have the feathers, 
and the fourpence this mark IV. of four on the reverse : and on the 
other side they may each have the king's head with a crown on it, to 
show on that side too, that the piece so coined, is one of those under 
a sixpence ; and with that they may each, on that side also, have some 
marks of distinction one from another, as the fivepence this mark of 
v., the fourpence halfpenny a little harp, and the fourpence nothing. 

These, or any other better distinctions, which his majesty shall or* 
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der, will in tale readily discover them, if by chance any of them fall 
into larger payments, for which they are not designed. 

And thus I have, with as much brevity and clearness as I could, 
complied with what Mr. Lowndes professes to be the end of printing 
his report in these words, viz. *That any persons, who have considered 
an affair of this nature may (if they please) communicate their thoughts 
for rendering the design here aimed at more perfect, or more agree- 
able to the publick service.' It must be confessed, that my considera- 
tions have led me to thoughts, in some parts of this affair, quite oppo- 
site to Mr. Lowndes's : but how far this has been from any desire to 
oppose him, or to have a dispute with a man, no otherwise known to 
me but by his civilities, and whom I have a very great esteem for, will 
appear by what I printed about raising the value of money, about 
three years since. All that Ihave said here, in answer to him, being 
nothing but the applying the principles I then, went on, particularly 
now, to Mr. Lowndes's arguments, as they came in my way ; that so 
thereby others may judge what will, or will not, be the consequences 
of such a change of our coin, as he proposes ; the only way, I think, 
of rendering his design more agreeable to the publick services. 

One shilling contained of fine silver. 

28 Edw. I... 264 gr. I Hen. 6... 142 gr. 34 Hen. 8... 100 gr. 

18 Edw. 3. .,236 gr. 4 Hen. 6.. .176 gr. 36 Hen. 8... 60 gr, 

27 Edw. 3. ..213 gr. 49 Hen. 6.. .142 gr. 37 Hen. 8... 40 gr. 
9 Hen. 5... 176 gr. i Hen. 8...118 gr. 

The fineness increased, but the weight lessened. 

3 Edw. 6... 40 gr, 6 Edw, 6... 88 gr. 43 Eliz. 86 gr. 

5 Edw. 6... 20 gr. 2 Eliz 89 gr. i. e. 7>^ gr, in a penny. 

William \\\,—£\ troy of sterling silver is coined in 62s., the remedy 

over or under is 2^7 pwt or 6d. X> which is the j[24 part sere v. pL 
8 August, 1699. 
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Species. oz. pwt. gr. 

Mexico real o 17 12 

Ducatoon of Flanders i 022 

Sevilreal o 17 12 

Holland dollar o 18 5 

Lyon dollar o 17 i8>^ 

Rixdollar of the Empire o 18 15 

Old cardecu 063/^ 

French lewis -. o 17 11 

Double milrez of Portugal ... o 14 4 

Single milrez of Portugal ... o 

St. Mark of Venice o 

Double Dutch styver o 

Cross dollar o 

Zealand dollar o 

Old Philip dollar i 

Ferdinando dollar 1623 o 

Prince of Orange dollar 1624 o 

Leopoldus dollar 1624 o 

Rodolphus dollar 1 607 o 

Maximilian dollar 161 6 o 

Danish dollar 1620 o 

Portugal testoon o 

The ■ quarter of a new ) 

French lewis ] 

A pound of troy standard gold 
weighs gr. 1297^, I e. 5 p\v. 9 gr, ^3, 
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